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PORT OF NEW YORK AUTHORITY 


THURSDAY, DECEMBER 1, 1960 


Hovusk Or REPRESENTATIVES, 
SUBCOMMITTEE No. 5 
OF THE COMMITTEE ON THE J UDICIARY, 
Ne uw York, N.Y. 

The subcommittee met, pursuant to recess, at 9 = a.m. in courtroom 
705. U.S. courthouse, Foley Square, New York City, Hon. Emanuel 
Celler (chairman) presiding. 

Present: Representatives Celler, Rodino, Holtzman, Toll, MeCul 
loch,and Meader. 

Also present : Herbert N. Maletz, chief counsel; Julian H. Singman, 
associate chief counsel; Cyril F. Brickfield, counsel; and William H. 
Crabtree, associate counsel. 

Also present: Re presents itive R: ty. 
The HAIRMAN. The meeting will come to order. 

On behalf of the committee, I want tomake a statement. 

The public prints last night and this morning indicated that offi 
cials or an official of the port authority and his counsel were going to 
present to the constituted authorities the transcript of the record of 
the proceedings yesterday with a view to prosecuting Mr. Myron Rand 
for perjury. Those charges are utterly ridiculous and utterly un- 
founded. And this committee is going to send a communication to 
the ¢ ‘omptroller General of the United States testifying to the effi- 
ciency, painstaking efforts, and honesty of Mr. Myron Rand. 

Mr. Wor. Mr. Chairman, when the committee adjourned last night, 
you requested me to sit down with Mr. Rand and go over his schedule, 
item by item, and compare the entries on his schedule with the sup 
porting materials which we had furnished to the committee invest! 
gators. We have done that. And on the schedule prepared by Mr. 
Rand, entitled “Entertainment and Gifts Provided” 

The CHarrmMan. Wait a minute. We are going to x0 into that. 
Mr. Wolf. And I can assure you every effort will be given to you 
along those lines. So just be patient. 

Mr. Worr. Mr. Celler, may I just make a brief statement of the 
results of the review of this Mr. Rand and I did together. 

The CHarrMan. I was going into it more carefully. 

Mr. Wor. I would just like to have a statement of our position at 
the outset of the hearing, because there has been some inaccuracies here 
which I think should be straightened out in such detail as the com 
mittee sees fit. 

Mr. Materz. Mr. Chairman, may I interject this question? 

First, to get the record straight, as you testified last evening, the 
Doyle-Olsen table is a substantially accurate reflection of your records, 
isthat correct ? 
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Mr. Wotr. No. It is not correct. We pointed out some in. 
accuracies. But, Mr. Maletz— 

The CuarrmMan. It is a substanti: ally correct statement, subject ty 
the inaccuracies you are going to point out. 

Mr. Wor. That we pointed out yesterday. 

Mr. Maerz. The record will speak for itself on that. 

Mr. Woir. Now, Mr. Chairman, I am going to the other table 
Will you give me a chance to state my position, Mr. Maletz? This 
has been put in all the newspapers, and we should have an Oppor- 
tunity—— 

The Cuairman. Don't start those Austin Tobin tactics. I don't 
want to vou todothat, Mr. Wolf. 

Mr. W oLr. I am not, Your Honor. We went over the schedule— 

The CuarMan. If you make any mention of that again, you ar 
going to get into trouble. . 

Don’t make any characterization of this committee's activities. 

Mr. Worr. Iam sorry. 

The CuarrmMan. Go on and carefully indicate what you want this 
committee to know. 

Mr. Worr. I apologize to the Chair. 

We have reviewed, with Mr. Rand, the schedule prepared by Mr 
Rand entitled “Entertainment and gifts provided Port of New York 
Authority employees by .J. S. Fre linghuy sen Corp., 1959 and part of 
1960.” 

There are on this schedule 79 items which did not appear on the 
Doyle-Olsen schedule reviewed yesterday. Of these 79 items, 12 are 
correct, and 67 are incorrect. 

Mr. Maerz. Which table are you talking about / 

Mr. Worr. I am talking about the table entitled “Entertainment 


and gifts provided Port of New York Authority officers and employees | 


by J.S. Frelinghuysen Corp. 

Mr. Maerz. What is the total amount 

Mr. Worr. Mr. Maletz, may I please finish my statement ? It will 
be very brief. I will not impose on the committee's time. 

Mr. Maerz. Very well, sir. 

Mr. Wotr. There are 79 items which we have compared with Mr, 
Rand with the vouchers. There are 67 erroneous ones, and 12 correct 
ones. The erroneous ones include such matters as lunch with E. W. 
Melley, FIA. The transposition to the committee's schedules involves 


the elimination of the initials of FIA, and the putting of Mr. Melley’s 


name in the list in the column entitled port authority employee who 
received the entertainment or gifts. There are a number of such 
cases, There are a number of cases W here 

The Cuatrman. Yousaid you would be very brief. 

Now, if you 

Mr. Wotr. One more sentence 

The Cratrman. I am afraid I will have to ask you to wait, so we 
can do this in an orderly fashion. 

Mr. Wor. One more sentence, Mr. Chairman, and I will be finished. 

There are also many cases where the participants in the lunches 

or dinners are affirmatively identified on the invoices or expense ac- 
counts as persons who are not port authority personnel, and neverthe- 
less they are reported as port authority pe srsonnel. 
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The 12 items remaining, whose correctness we concede, come to 10 
business lunches, 1 dinner, and 1 gift of flowers to Mr. Friedman of 
the PA—— 

The CuairMan. I asked you to give conclusions, not testimony. 

Mr. Worr. I am giving the total of the items which we agree are 
correct. 

The CHairMAN. What items on the other tabulation are incorrect— 
the ones that involve Mr. Doyle and Mr. Olsen ? 

Mr. Wotr. Well, I can’t duplicate the work we did yesterday, Mr. 
Chairman. We went over that item by item, you recall. 

The CHaiRMAN. Those are substantially correct ? 

Mr. Wor. Subject to the inaccuracies pointed out. 

The CuatrMan. But they are substantially correct ? 

Mr. Wotr. I can’t characterize it as substantially, Mr. Chairman. 
We pointed out some inaccuracies. They may be substantial and 
may not be. 

Mr. Macerz. Mr. Chairman 

Mr. Worr. Mr. Chairman, I will have an opportunity subse- 
quently — 

The Cuarrman. A little later on you will have an opportunity to go 
into this in detail. 

Counsel will now have an opportunity to question you. 


TESTIMONY OF MORTIMER WOLF—Resumed 


Mr. Maerz. Mr. Chairman—Mr. Wolf, we are now talking about 
the big table. What is the total amount listed in the big table? 

Mr. Wotr. Well, it is totaled by Mr. Rand at the end—$4,148.71. 

Mr. Maerz. What was that 

Mr. Wor. Over a 20-month period. 

Mr. Maerz. You claim many items are inaccurate, a total of about 
662 

Mr. Worr. The items on this list, which do not appear on the other 
list, come to $1,765 

Mr. Maerz. $1,765? 

Mr. Woir. And 54cents. The ones that are correct- 

Mr. Maerz. Just a second, now. 

That leaves $2,383.17, is that correct / 

Mr. Wo tr. Which is covered by the other list: yes, sir. 

Mr. Matcerz. Sir, do you recall that your treasurer wrote me 
a letter stating that, “to the best of our recollection and belief, the 
amounts expended by J. S. Frelinghuysen Corp. during 1958 for 
lunches, dinners, and meetings at which the Port of New York Au- 
thority personnel were present were approximately the same as those 
expended during 1959." 

Do you recall that letter? 

Mr. Wo tr. Oh, yes; 1 wrote it. 

Mr. Maerz. How much should we add now for 1958? 

Mr. Woir. Well, you make the computation, Mr. Maletz. You 
have a 20-month period here, so you must reduce it to a year. 

Mr. Macerz. All right. Let us do that right now. You are a 
pretty good mathematician. 
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Mr. Wotr. I do not have a record of the items that we discugged 
line by line yesterday which were not accurate, and, therefore, I cap. 
not make a deduction here. It is obvious to me 

Mr. Maerz. Just a second, Mr. Wolf, please. 

Mr. Worr. If every item- 

The CuatrMan. Just a moment, please. 

Mr. Maerz. Weare going to get that calculation. 

The CuarrmMan. You could not make the caleulation. Weare going 
totry to make it now. 

Mr. Maerz. Of course, it is clear for the record, is it not, Mr. Wolf. 
that the records for 1958 were dest royed f 

Mr. Wor. We explained why, Mr. Maletz. 

Mr. Maerz. Yes. 

It isstill clear, is it not ¢ 

Mr. Wour. It was never denied. 

Mr. Maerz. I see. 

$1,429.89—which means that 

Mr. Wor. What isthat figure / 

Mr. Maerz. Which means that according to your interpretatior 
of the data, which Mr. Rand and his associate, Mr. Kascsak, do not 
iecept, $3,803.06 was expended by the Frelinghuysen Corp., to use 
your language how, for lunches, dinners, nnd meetings at which the 
Port of New York Authority personnel were present 

Mr. Wotr. You are asking me that as a question ¢ 

Mr. Maerz. Of course, it is correct, is it not / 

Mr. Worr. Are you asking me that as a question, Mr. Maletz ¢ 

Mr. Maerz. Yes. 

Mr. Wor. The answer is “No,” it is not correct 

Mr. Maerz. What does your letter mean’ You prepared the letter, 

The CHarrMan. This letter says: 

At your request, this will confirm that, to the best of our recollection and be 
lief, the amounts expended by the J. S. Frelinghuysen Corp., during 1958 for 
lunches, dinners, and meetings at which the port authority personnel were pres 
ent were approximately the same as those expended in 1959 

Mr. Woir. Mr. Chairman—but because of the errors in these lists, 
we have not established what the figure is for port author - lunches. 

The CHarrMan. We have established what the figures are for 1959, 
subjec t to your corrections, which you mi ide on the record veste rai ay. 

You simply double this amount, because the same amount was 
expended in 1958 as was e xpended in 1959. 

Mr. Maerz. We took your minimum figure. 

Mr. Wor. You did not, Mr. Maletz. 

Mr. Maerz. I asked you how many items you ch: sallongs d—and, in 
eidentally, your objec tion has not bee ‘nh accepte “dt y the accountants. 

Mr. Worr. I understand that. 

Mr. Maerz. Accepting vour minimum figure, which vou read 
to me, you said you challenged $1,765.54. Subtracting &1, 
the total of $4,148.71, the result is 82,383.17. 

You said that should be prorated over a pel iod of 20 months 

We then divided the $2,383.17 by three-fifths and got a figure of 
$1,429.89, which represents the allocation for the year 1958. 

We added that to the $2,383.17 and get $3,813.06. 


(65.54 from 
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Mr. Wotr. Mr. Maletz, your mathematics are impeccable. There 
is only one problem. | 

We do not concede the $2,383.17, because it takes no account of the 
detailed corrections we made during the hearing yesterday on the 
Doyle-Olsen list. Do you follow me 

Mr. Materz. Mr. Wolf, you testified yesterday that $30,000 of your 
vouchers in 1959 and part of 1960 do not specifically identify the re- 
cipient of the entertainment expenditures. 

Do you recall that / 

Mr. Wor. I testified that it did not specifically identify any ac- 
count in the office to which 

Mr. Matetz. Noname was on the voucher. 

Mr. Wotr. There was no name of either an individual or an ac- 
count. 

Mr. Maerz. Right. 

I think you also testified that it was your assumption that none 
of that $30,000 was to be allocated to the Port of New York Authority. 

Do you recall that / 

Mr. Worr. It was not my assumption. It was my testimony, and 
the testimony of Mr. Frelinghuysen and Mr. Matzkow. 

Mr. Materz. Let me ask you this, Mr. Frelinghuysen. I just want 
tosee if this is a correct assumption. 

Do you bear that out specifically on the basis of your best in- 
formation / 


TESTIMONY OF JOSEPH S. FRELINGHUYSEN, JR.—Resumed 


Mr. Frevincguvuysen. On the basis of my best information, I do, Mr. 
Maletz, for this reason : 

That if we have a possible way of putting the name of a business 
account on a slip or voucher or a bill, we will do so. 

Obviously, from a tax point of view, it is to our advantage to show 
the name of the account, because it is verification at the time of the In- 
ternal Revenue audit. 

Therefore, it is logical that when we prepare these things, from a tax 
point of view, we put the name down. 

Mr. Hoitzman. But there is no way you can say now, with 
definiteness and with certainty, that none of this $30,000 was used 
to entertain members or officials of the port authority / 

Is that not a fact ? 

Mr. Wor. Mr. Holtzman 

Mr. Hoitrzman. I am not asking you, Mr. Wolf. I am asking Mr. 
Frelinghuysen. 

Mr. Frevincuuysen. There is no specific way I can prove it, Con- 
gressman. I can say to my best information, which is the way Mr. 
Maletz put it. 

Mr. Wour. Mr. Holtzman, may I add tothat answer? 

We have instructions to all of the Frelinghuysen personnel, which 
are instructions of long standing, when they make up their expense 
accounts, if it is possible to charge it to an account in the office, they 
should do it, and they should reflect the name of the person at the 
account who has been taken to lunch or dinner. 

Now, the reason for that is atax reason. 

Wetry to identify these on our books. 
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I made the point yesterday, during the hearing, that we do a con. 
siderable amount of entertaining of underwriters, where the goodwill 
we build up is spread over many accounts in the office. 

This we cannot allocate. 

And our business is a placement business. 

Mr. Hoitrzman. Why can you not allocate this to underwriters? 
They are people. They are corporations. They are firms. 

Mr. Wor. We can allocate it to underwriters. What I meant js 
we cannot allocate it to different accounts in our office, because the rela- 
tionship with them will affect the multiplicity of accounts. 

Mr. Houtrzman. Did you allocate to the underwriters $30,000 worth! 
Is this reflected as allocations to underwriters ? 

Mr. Worr. Many of them are, ves. 

Mr. Hotrzman. How much of the $30,000, would you say, sir? 

Mr. Worr. I could not say, without specifically reviewing the 
records. 

But, Mr. Holtzman, there are a number of entries here with people 
by the name of Hibbit, Mealey, Kean, who are specifically identified 
as insurance company employees, with whom our people were having 
lunch to discuss coverage problems, or claim problems, for one reason 
or another. And, to the extent that they are able, they do identify it. 

And where the specific subject of discussion is the port authority, 
they will write on their vouchers “PA.” 

Mr. Hoirzman. Is there an exception made in the case of the port 
authority ? 

Mr. Wor. No, Mr. Holtzman, we have it on other accounts In our 
office. 

Mr. Hottzman. What you are saying is, in substance, that you 
cuess that this $30,000, or some portion thereof. was allocated to some 
underwriters whom you cannot identify, and this is strictly a guess, is 
that not so, sir? 

Mr. Worr. This was not our testimony, Mr. Holtzman. 

Mr. Houttrzman. What do you say now ? 

Mr. Wotr. We testified that none of the $30.000 could be allocated 
to entertaining port authority people, or to business lunches with port 
authority people, because those items have been reflected in our books 
with the particular name of the port authority person who was taken to 
lunch or dinner. 

Mr. Houtrzman. And from that, you conclude that no part of the 
$30,000 could have been used in connection with entertainment, or 
dinners, for port authority people, sir? 

Mr. Wotr. Yes: we do. 

Mr. Hoitzman. It sounds like a non sequitur to me, Mr. Wolf. 

Mr. Worr. Iam sorry, sir. 

It is lomical to me that where we can identify the person, we did. 

And we have some people on this list, Mr. Holtzman, who are pretty 
far down in the port authority scheme of command, who are on the 
basic level of handling claims and things of that kind. 

You take them to business lunch and pay the check. 

Mr. Hoitzman. Mr. Wolf, I am not suggesting that anv part of 
this $30,000 was. in fact, used for the port authority people. 

But, frankly, I cannot, for the life of me, see how you conclude that 
none of it was for the port authority people. 
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Mr. Wotr. Well, the reason for that conclusion, Mr. Holtzman, is 
that where we did have a port authority luncheon with a port authority 
yerson, we so entered it on our books. 

And our people are instructed so to do. 

So where there is no such entry, we reached the conclusion that it 
was not a luncheon with a port authority person. 

It would be to our employee’s advantage to write the name of the 
ort authority person on his expense account. 

Mr. HoittzMan. Would it not be to your employee’s advantage, and 
to Frelinghuysen’s advantage, to put down the name of an underwriter 
whom you entertained ¢ 

Mr. Wotr. We do. 

There are a number of cases here. 

Mr. Hotrzman. All right. 

Would it not be to your advantage in every instance, wherever you 
can, to allocate? 

Mr. Worr. But, Mr. Holtzman, when Mr. Maletz says unallocated 
expenses, he puts in the unallocated expenses the ones charged to 
underwriters. 

What he means is not allocated to a particular insurance account 
in our office. 

We can put in a slip that says lunch, Mr. Jones, Indemnity In- 
surance Co. of North America. It is not charged to any particular 
account in our office. He says it is an unallocated expense. 

I agree with him. 

But we know who the lunch was with, and it may have been a 
discussion of a number of different accounts. 

Mr. Maerz. Mr. Chairman—Mr. Wolf has quoted me, I believe 
inadvertently, quite incorrectly. 

Mr. Woxr. I am sorry if I did. I did not mean to. 

Mr. Maerz. Because my reference to unallocated vouchers was to 
vouchers where the recipient, the specific recipient of the entertain- 
ment ex penditure, was not identified. 

That is specifically what I am referring to. 

Mr. Wor. Mr. Maletz, you did not examine—— 

Mr. Materz. And I think you understand that, Mr. Wolf. 

Mr. Worr. You did not examine our vouchers with respect to other 
accounts, so how could you possibly know this? You only examined 
the port authority vouchers. 

Mr. Materz. I did not examine the vouchers. 

Mr. Worr. Mr. Rand did. 

Mr. Maerz. And Mr. Kascsak examined those vouchers 

Mr. Worr. Not on accounts other than the port authority. I am 
sorry—this is not true. 

Mr. Maerz. What was the total of the invoices that you examined, 
Mr. Rand ? 

Mr. Rann. Approximately $12,000. 

Mr. Maerz. Did you examine about $30,000 in vouchers ? 

Mr. Ranp. Yes. 

Mr. Maerz. Rather, $42,000- 

Mr. Ranp. Whatever the figure was. 

The CuarrMan. Will you stand up, please. 
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Mr. Rano. That is including Lawyers Club and Railroad Machjy, 
ery Club, and things of that kind—no names were mentioned wha 
soever. 

Mr. Materz. Of the $42,000, what amount of vouchers was gp 


cifically identifiable in terms of the beneficiary of the entertainmey§ 


expenditure / 

Mr. Ranp. Well, of course, the port authority name appeared qm 
$4,000. 

Mr. Maerz. $4,000? 

Mr. Rano. That is correct. And the names of other clients, th 
hames, appeared on the other vouchers. 

Mr. Maerz. What was that amount / 

Mr. Ranp. $8,000. 

Mr. Maerz. Which means, did it not, Mr. Rand, according to you 
examination of the invoices, that $30,000 worth of invoices, whied 
were made available to you, did not specifically identify the recipient 
of the entertainment expenditure / 

Mr. Ranp. That is correct, sir. 

Mr. Wotr. Mr. Maletz— 

The CHAIRMAN. Just amoment. 

Mr. Singman wants to ask you a question. 

Mr. SINGMAN. Mr. Wolf, a moment ago you testified to the com 
mittee that some of the items on the table, placed in the record yes 


terday, referring to port authority personnel, included such items] 
as—and I believe you gave as an eXamp yle—a vouchet listing the hame j 


E.S. Mealey, FI A. isthat not correct ¢ 

Mr. Wotr. Yes. You want me to refer tothat / 

The CHAIRMAN. Just answer the question. 

Mr. Wotr. The answer is‘ Te.” 

Mr. Sincman. When you so testified a few minutes ago, you didf 
not read the entire entry in that voucher, did you / 

Mr. Wotr. It says,“ FE. 5S. Mealey, FIA, PA.” 

Mr. Sinecman. Right. 

Is it not true that in every case that an entry appears in that 
chart, the voucher from your records contains either the words “nort 
authority,” “Port of New York Authority,” “PA,” or “PNYA™? 

Just answer the question, Mr. Wolf—it is a simple question—yes 
or no? 

Mr. Wour. This is true. 

Mr. Sincman. Thank you. sir. 

Mr. Wo tr. Now, may I explain, Mr. Chairman ? 

The CHarRMAN. Yes; now you can explain. 

Mr. Wour. This column is entitled “Port authority officer or em- 
ployee who received entertainment or gift.” A voucher is in our 


files saying, “E. W. Melley, FIA.” Now, this committee has only | 


been considering our affairs 1 day, and we all know what FIA is] 
it is the Factory Insurance Association. The “PA” after “FIA’ 


indicates that on our books it is charged to the port authority account. | 
It does not indicate that Mr. Melley is a port authority emplovee. | 
In preparing this schedule, Mr. Rand eliminated the FIA, and he | 
put Mr. Melley down here as a port authority employee. If you} 


will look on page 3, under April 1, it says “E. S. Melley.” Again 
on March 11 a S. Melley.” The voucher in tht case said, “Tauneh, 
-. e. Melley, FIA.” 
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Now, in a number of cases, Mr. Chairman, the name of the insurance 
company has been eliminated. I am not making any implications as 
to Mr _Rand’s motives in doing this. I am trying to straighten out an 
inaccuracy. There has been an employee ‘who is an employee of 
the insurance company who was listed in this column as port authority 
officer or employee who received entertainment or gift. 

The Cuairman. There is no doubt that the maccuracies, if there 
are any—and I imagine there are some; there must be some in the vast 
amount of items that have been testified to—are due to the very bad 
way you keep your records. I want to ask you this quest ion—— 

Mr. Wotr. Mr. Chairman—— 

The CHAIRMAN. Just a minute. 

Mr. Wotr. May I say— 

The CuHarrMan. Just a minute. I have made an observation, and 
it will remain in the record. You can have a chance to explain 
later. This letter which was read into the record, which was sent to 
counsel by Mr. Matzkow, indicated that to the best of Mr. Matzkow’s 
recollection and belief, the amounts expended by J. S. Frelinghuysen 
Corp., during 1958 for lunches, dinners, and meetings at which port 
authority personnel were present were approximately the same as 
those expended during 1959. Now, the Frelinghuysen Co. has de- 
stroyed its records for years previous. Is it conceivable that the 
amount of money spent for lunches, dinners, and meetings in 1957 
and in 1956 and in 1955, for example, were approximately the same 
as those expended during 1959 ¢ 

Mr. Woitr. We would say, Mr. Chairman, that on our computa- 
tions the amount spent for business lunches of all types for port 
authority personnel, including the dinners, the trip to Paris, the trip 
to London, and everything else, comes to about $200 a month. We 
have no reason to believe that this average would not be continued 
on a constant matter for a number of years back. The level of work 
on the port authority account has been at a high level for years. 

The Craman All rieht. Tt was $200 a month—that is $2,400 
a year, on your say-so. For those years that I mentioned, it would 
be } $7,200. i havent even gone be yond those years. And conceiv- 
ably you have to add $2,400 more for each year for which your records 
were destroyed. 

Mr. Worr. Mr. Chairman, we might disagree on figures. I would 
not regard $200 a month on an account which brought $100,000 of 
commissions into our office a year as executive. 

The Cuairman. All right. 

Mr. Wotr. May I ask, Mr. Chairman 

The Cuatrman. We have had enough of this. If you want to 
have any additional testimony, you can modify your transcript of 
the record as it is presented to you, and we will accept any peti ana- 
tion you want to give. 

Mr. Wor. I would like to make one comment, Mr. Chairman, on 

your statement that our records- 
_ The Cuarrman. You interrupted our orderly proceeding this morn- 
ing. I extended you that courtesy. I gave you thetime. You could 
have had more time later, but you didn’t want to do it that way. Now, 
you will have to explain further, if you wish, and you can have an 
opportunity to do so and put any statement you wish to make in the 
record, and it will be accepted. 
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I would like you to place the additional matter in the record jy 
the form of an affidavit. 

Mr. Worr. Are we not to have an opportunity of going through 
these schedules item by item and comparing them with the invoices 
we gave the committee ¢ 

The Cuarrman. Mr. Wolf, after you have submitted the affidavit, 
you can confer with counsel in an endeavor to work it out to you 
own satisfaction. ; 

(The affidavit appears at p. 1198.) 

Mr. Maerz. Mr. Frelinghuysen, I would like to show you a doey. 
ment that you ‘supplied from your personal files c: aptioned $ ‘Brokers 
Comments.” Do you recall that document ¢ 

Mr. Frevincuvuysen. It is familiar, Mr. Maletz, but out of context, 
I don’t know which 

Mr. Maerz. That was the document, sir, that we got. May T have 
it back, sir? 

Mr. FrReLINGHUyYsEN. I don’t know what it ts. 

Mr. MALFETz. Did you participate in the preparation of that 
document ? 

Mr. FrRELINGHUYSEN. I was unable to identify it 

Mr. Maerz. I will read any part of it that you like, sir, and T will 
begin by reading the first four carerriate. It is captioned “VII? 
Outside opinions (continued). 


C. BROKERS’ COMMENTS 


There follows herewith a statement by our brokers concerning the port author 
ity’s insurance program : 


“A request has been made that we furnish a report concerning the broad | 
aspects of the insurance program of the Port of New York Authority. We feel § 


that it is most important in reviewing this program to consider first its back 
ground and the basic principles which have guided its development. 


Some years ago the port authority insurance program was handled through | 


a number of different brokerage organizations. Under this system there wasa 
substantial loss of efficiency due to the fact that on the basis of a small portion 
of the insurance no one broker or agent was able to provide the extensive serv 


ae 


oem 


ices required. Therefore, in order to increase control and centralize the manage | 


ment of the insurance under an overall plan it was decided in 1946 to place all 
coverage through one brokerage office. However, substantial distributions of in 
surance commissions were made to other brokers until January 1, 1950 

Participation in commissions was split among a number of other offices as 
patronage. This arrangement turned out to be impractical as the office whieh 
had the burden of performing all the work and services could maintain the neces 
sary staff to do so only at a very substantial economic loss. It was found, in 
fact, that even with full commissions allowed, the account was carried ata 
borderline of profit with complete facilities provided, as required by the un 
usual nature of the work. 

Certain minor distributions have been continued since January 1, 1950, how- 
ever, much greater control over the program has been possible since it is no 
longer scattered among a number of different offices and since we have been 
able to provide the full services required. We believe that the present arrange 
ment is in line with the best principles of industrial insurance management as 
recognized by authorities in insurance buyer groups and associations. While 
the centralized operation has given greater supervision it has in no way reduced 
the competitive aspect of the insurance placement. Whenever possible on new 
and renewed lines, competitive quotations are obtained from all available 
branches of the insurance market 


Do you rec all whether you yourself prepared this document, Mr. 
Frelinghuysen ? 
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Mr. Frevincuuysen. To the best of my recollection and belief, I 
prepared it in 1952. I think I recognize the document. 

(The document referred to appears at p. 1222.) 

Mr. Maerz. Now, let me ask you, sir: Did you ever, in any draft, 
for any purpose, define the meaning of the term “patronage” ? 

Mr. FRELINGHUYSEN. Not that I can 

Mr. Maerz. May I try to refresh your recollection. Do you recall 
that in or about October 1958 there was some controv ersy with respect 
to the Frelinghuysen Corp. acting as the exclusive insurance brokerage 
firm forthe port authority ¢ 

Mr. Frevincuvysen. I don’t recall that; no, sir. 

Mr. Macerz. Do you recall issuing a press release on this particular 
matter / 

Mr. Frevincuvysen. I recall it now. There were press releases 
issued, I believe, by the port authority. I don’t think that we ever 
issued a press release. 

Mr. Marerz. May I show you this document, Mr. Frelinghuysen, 
and ask you w hether that is a co »y of a press release? 

Mr. Freincuvysen. Mr. Maletz, to the best of my recollection and 
belief, that was never issued to the press. 

Mr. Maverz. It was never issued to the press. I see. May I, Mr. 
Chairman, offer this for the record at this point ? 

The CuatrMan. It will be accepted. 

(The press release referred to appears at p. 1225.) 

Mr. Maerz. Now then, do you recall that a draft of this press re- 
lease was prepared as of October 6, 1958, and not used ? 

Mr. Frevincuvysen. I believe so, sir. 

Mr. Maerz. And I believe, sir, that you made the draft available 
to me. 

Mr. Frevincuvysen. It was furnished to the committee along with 
our other files in connection with the port authority. 

Mr. Maerz. Now, Mr. Chairman, I shall offer the draft after Mr. 
Frelinghuysen has examined this document to identify it—do you 
recall that document, sir? 

Mr. Frevincuuysen. Mr. Maletz, in a very quick perusal of this 
document, it would appear to me to be a port authority release, because 
it is written in the name of Commissioner Donald V. Lowe, then 
chairman. 

Mr. Macerz. Are you familiar with that document ? 

The CHarrmMan. Have you ever seen it before? 

Mr. Frevincuvysen. | believe so; yes, sir. 

Mr. Maerz. It came from your files: did it not ¢ 

Mr. Frecincuuysen. Iam sure it must have. 

Mr. Maurrz. Yes, sir. May I have it back? 

Mr. Chairman, I would just read from the first two paragraphs: 
“New York, October 6, 1958." This was not used. 





Donald V. Lowe, chairman of the Port of New York Authority, announced 
today that information concerning the bistate agency's insurance program was 
requested by an official of the State of New Jersey. In response to the query 
of the State official, Mr. Lowe stated that he deemed it desirable to make public 
all details relating to the Port Authority’s insurance program and emphasized 
that the Port Authority follows accepted private corporation practices in the place- 
ment of its insurance as opposed to the patronage system sometimes employed by 
municipalities and other governmental bodies. 
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The Chairman stated that the insurance program of the Port Authority hag 


developed over a period of 37 years and was devised to care for insurance need § 


that are unique. This stems from the high values of physical properties Covered 
and the varied and tremendous scope of liabilities in Port Authority Operations 
against which comprehensive protection must be provided. The purchase of jp, 
surance by the Port Authority closely approximates the practices followed by 
most large American corporations in protecting the assets from large financial 
dislocation. In this respect, it differed sharply from the practices of many 


municipalities who distribute their premium purchases on a “patronage” bagis § 


to selected and favored insurance brokers. Mr. Lowe emphasized that the Pog 


Authority would be unable to protect its insurance assets at its present reagop. § 
able costs if it were to follow any practice which permitted the selection of many | 
brokers for the sole purpose of providing them with commission income ag Op 


posed to the need of excellent insurance brokerage service by a large and reput. 
able insurance firm 


(The document referred to appears at p. 1225.) 

Mr. Freylinghuysen, recapitulating up to this point, here is q 
document which you previously identified, which, as you indicated, 
was prepared by you in 1952 

Mr. FRELINGHUYSEN. No, sir: I] don't believe that was prepared by 
our office. 

Mr. Maerz. No. The document “Brokers’ comments.” you pre 
viously identified. 

Mr. Wo rr. This is not the one you just read from. 

Mr. Maerz. No, sir. I am now referring back to this. other 
document, not the one I just quoted from. 

Mr. W our. I think it would be less confusing for the WiIthess if you 
would identify the document you are reading from. 

Mr. Maerz. I shall now read again from the document captioned 
“Outside Opinions, C. Brokers’ Comments.” 


There follows herewith a statement by our brokers concerning the port aw 
thority’s insurance program 


Do you remember that document / 

Mr. FreELINGHUYSEN. Yes, sir. 

Mr. Maverz. And this document states that—and I am paraphrasing 
at this point to save time—substantial distributions of insurance com- 
missions were made under the port authority's insurance program to 
other brokers until January 1, 1950: 

Participation in commissions was split among a number of other offices as 
patronage 

Mr. Frelinghuysen, is it not a fact that as youl report stated 
substantial distributions of insurance commissions were made by the 
port authority to brokers other than the Frelinghuysen Corp. unti 
January 1, 1950. and possibly later, on a patronage basis / 

Mr. Frevincuuysen. I can’t answer that question yes or no, sit. 

Mr. Maverz. All right, sir. We will then go into specific details, 

Mr. Hovrzman. At that point—Can you tell us, Mr. Frelinghuysen, 
whether or not there were split commissions given by the port au 


thority to various brokers and agents in connection wit h the placement 
of port authority business, at least up to January 1, 1950/7 

Mr. FrELINGHUYSEN. Yes, sir. 

Mr. Hotrzman. The answer is“ Yes” / 

Mr. FrRELINGHUYSEN. Yes, sir. 

Mr. Houtzman. All right 
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Mr. Maerz. Is it or is it not a fact that at least until 1950, 
and possibly later, brokers were selected by the port authority to 
participate in insurance commissions from port authority insurance 
for the sole purpose of providing these brokers with commission in- 
come. Could you answer that question, sir? 

Mr. Frevincuvuysen. I can’t answer the question, because—I can 
explain. 

Mr. Materz. Could you answer yes or no, because we will have 
ample opportunity for explanation in a few moments. 

Mr. Frevincuvuysen. I don’t think there is a yes or no answer. 

Mr. Hoirzman. At that point—Mr. Frelinghuysen, do you know 
whether up until 1950 the port authority said to you, in sum 
or in substance, “We want A, B, C, D, or E designated as brokers 
on this particular phase of port authority insurance business.” 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. Maerz. May the reporter read the question and answer? 

(The reporter read from his notes as requested. ) 

Mr. Maerz. Let me ask you this. From 1946 until the present 
date, is it correct that your concern performed all insurance broker- 
age services on the port authority's 5-year multirisk policies and 
other specific policies ¢ 

Mr. FRELINGHUYSEN. No; that is not completely correct. 

Mr. Matetz. Is it substantially accurate ? 

Mr. FrELINGHUYSEN. It is substantially accurate. 

Mr. Macerz. All right, sir. That question, by the way, was based 
on a particular document from your files. Do you recall that Mr. 
Tobin testified yesterday at page 674 of the transcript—and I will 
quote, Mr. Chairman—and if Mr. Tobin has any comment, we will 
place the two or three pages before this in the record, so that there 
can be no charge that this was read out of context. I am anxious 
that the entire picture be developed, Mr. Chairman, for the benefit 
of the subcommittee. 

This is page 674 and page 675. 

Mr. Wotr. Mr. Maletz, sometimes we are having a little difficulty 
hearing you. 

Mr. Ho_rzman. It is difficult to hear you, Mr. Maletz. 

Mr. Maerz. Iam sorry. My voice is a little gravelly this morning, 
and I apologize. 

This is Mr. Tobin's testimony : 

And I went through a period when I first came into this office, when I came 
in, I found that there were many insurance brokers who participate in the 
commissions, and I also found—this was in 1942, when I became executive 
director—that the Frelinghuysen Co., with whom I had had no experience, 
were doing the work 

I thought this was an unfair and unbusinesslike arrangement. 

I deeply believe that any large corporation ought to have one insurance 
broker, and charge him with the responsibility; something like 50 percent of 
all the large corporations in the country follow that practice. And I thought this 
was an unfair and unbusinesslike practice: 

To have the Frelinghuysen Corp., or any brokerage company, or any good 
broker, doing the work, and not getting the full commission 

Now, Mr. Frelinghuysen— 

Mr. Tonin. Excuse me, Mr. Maletz. Do I understand you are going 
to put the rest of my testimony in the record there, where I said that 
urged upon the commissioners, and many commissioners agreed with 
me, and that we ended that practice- 
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The CHairMANn. Counsel will read that now. 

Mr. Maverz. Mr. Tobin, I shall be very, very happy indeed 
read that now. That is why I prefaced my remark by saying I we 
quoting that part, and I would be very happy, indeed, to quote any 
other part Mr. Tobin should desire. 

So I objected to this, and I obtained the support of Mr. Howard Cullmay 
the then chairman of the port authority, and over a period of 5 or 6 years I pep. 
suaded the commissioners that this was an unsound way to proceed. 

I make it clear that the port authority’s—this is one of the largest brokerag 
accounts in the world, and it can be handled by any one of, I would say, the top 
10 brokerage houses in New York. 

But the policy, and my policy, it must be handled by one of them, 

The Frelinghuysen Corp. was there when I came into the office. 

Everything that I had observed of their insurance advice and program tha 
they had mapped out through the years have, in my opinion, given the por 
authority sound and prudent coverage at what I regard the lowest possible prices 
that we could get that insurance. 

Is there anything else you desire we read at this juncture bearing 
on this point, Mr. Tobin ? ? 

Mr. Tosrn. Finally that we brought the practice to an end, 

Mr. Marerz. We are coming to that now, sir. We are coming to 
that. 

Mr. Hotrzman. What is the date of that, Mr. Maletz ? 

Mr. Matetz. This is Mr. Tobin’s testimony of yesterday. 

Mr. Hortzman. I see. 

Mr. Maerz. As of October 1949, was your concern responsible 
for placing all insurance coverage for the Port of New York 
Authority ? 

Mr. Frevincuuysen. Yes, sir; I can answer “Yes” to that. 

Mr. Maerz. Placing all insurance coverage ? 

Mr. Frevincuuysen. Yes. May I make a comment, Mr. Maletz! 

Mr. Maerz. Please, sir. 

Mr. Frevincuvuysen. The w ay your question was worded before | 
could not answer yes. But we were fully responsible for the account, 
and we did all the work. 

Mr. Maerz. You did all the work as of 1949 and succeeding years 
Is that correct / 

Mr. Frevincuvysen. | believe from 1946—July 1946. 

Mr. Maerz. But did you do all the work, your concern, at least 
beginning in 1949 and succeeding years / 

Mr. FRELINGHt YSEN. At least. 

Mr. Hottrzman. Did you say since 1946 / 

Mr. Frevincuvysen. July 1946; yes, sir. 

Mr. Houitzman. You did all the work in connection with this 
account, to the best of your recollection, since 1946 / 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. Maerz. Mr. Frelinghuysen, do you know a Mr. D. Mallory 
Stephens ’ 

Mr. Frevincuvysen. I am not acquainted with the gentleman. | 
have heard the name. 

Mr. Maverz. In what context had you heard the name / 

Mr. Frevincuuysen. To the best of my recollection and belief, he 
wasa New York Congressman. 

Mr. Mauerz. A New York what, sir / 

Mr. Frecincuvuysen. Congressman. 
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The CuairMAN. Congressman ‘ 

Mr. FrevINGHUYSEN. | believe so. 

The CuarrMAN. There is no Congressman named Mallory Stephens. 

Mr. Frevincuuysen. I don't know. I said to the best of my recol- 
lection and belief. 

The CuHarrMaN. I can say there is no Congressman named Mallory 
Stephens, and there was none in the last 38 years I have been in 
Congress. 

Mr. Wotr. I believe, Mr. Chairman, he is a member of the New 
York State Legislature. I don’t know whether he is a senator or 
assemblyman. 

Mr. Maerz. Mr. ‘ ‘hairman, I believe 

The CHatRMAN. Or he was a member—I don’t think he is a mem- 
ber now. 

Mr. Mavetz. So the record may be clear—and I think this is a mat- 
ter without dispute—Mr. Ste pher ns was a member of the New York 
State Assembly from 1925 through 1952, and from 1942 to 1952 he 
was chairman of the w ays and means committee of the State assembly. 
And if there is any question, I would include in the record at this 
point an extract from Who's Who. together with a New York Times 
article bearing directly on the background of Mr. Stephens. 

The CuarrmMan. They will be accepted for the es 

Mr. Mater. I offer an article from the New York Times dated June 
25, 1952, together with a statement prepared for the committee by 
the Library of Congress, taken from Who’s Who. If the chairman 
would permit, | would just read the extract from Who's Who. 

The Cuatrman. You don't have to do that. That will be accepted 
for the record. 

(The documents referred to appear at pp. 1226 and 1227. 

Mr. Maerz. Mr. Frelinghuysen, is it not a fact that Mir. Stephens 
controls an Insurance brokerage firm known as K nickerbocker 
Associates / 

Mr. Frevincutvysen. Again, Mr. Maletz, to the best of my recol- 
lection and belief—and this is speaking of something that is 8 or 9 
years ago 

Mr. Maerz. Yes. 

Mr. Frevincuuysen. I would recall that he was affiliated with 
Whether he controlled it or not. I don’t know. 

Mr. Maerz. I see. He was affiliated with Knickerbocker Asso 
ciates to the best of your present recollection and belief; is that 
correct / 

Mr. Frevincuvuysen. Yes, sir. 

Mr. Maerz. And is it your present recollection that Knicker- 
bocker Associates was located, about & or 9 years ago, at 70 Pine 
Street, New York City ¢ 

Mr. Frevincuuysen. I don't know. 

Mr. Hourzman. Could you tell us how you first learned of the 
name of Mallory Stephens? Or the Knickerbocker Insurance 
Agency 

Mr. Frevincuvysen. Well, I had known—Mr. Holtzman, I have 
been in the insurance business since 1934, and I gener: ally am familar 
with most of the names of the brokerage firms and agencies, and I 
believe I heard of Knickerbocker just as common knowledge in the 








1174 PORT OF NEW YORK AUTHORITY 


business. I don't recall where I heard of Mr. Stephens the firg 
time. 

Mr. Maerz. Mr. Frelinghuysen, in December of 1949, was your 
concern instructed, by the port authority, and specifically by Mp 
Tobin, to work out an arrangement whereby Mr. Mallory Stephens 
insurance firm was to obtain the brokerage commissions on certain 
port authority insurance policies covering the Columbia Street piers! 

Mr. Toptn. Excuse me, Mr. Maletz. That word was retained! 

The CHarrMan. Just a minute, please. We asked a question of the 
witness. 

Mr. Maerz. Obtained. 

Would you like me to repeat the question / 

The Cuatrman. I want no interruptions. I want this to be gotter 
an orderly fashion. 

Mr. Matetz. Would you like me to repeat the question ‘ 

Mr. Frevincuvysen. No. There is no yes or no answer to the 
question, because it doesn’t correctly state the circumstances, 

Mr. Hottzman. Let me ask you this question. You have no pres 
ent recollection of how you even heard of the name Mallory Stephens; 
is that correct # 

Mr. Frecincuvysen. For the first time. I know—I recognize— 

Mr. Hourzman. When did you first learn of the name Mallon 
Stephens ? 

The Cuarrman. No coaching, Mr. Wolf. 

Mr. Worr. I am not coaching him, Mr. Chairman. 

Mr. Frevincuvysen. I don't recall, Mr. Holtzman, whether |] 
learned of him in connection with this transaction to which Mr, 
Maletz referred, or whether I had heard of him before that time. 

Mr. Hottzman. Well, did you finally come to this Columbia trans. 
action, and were you then made acquainted with the name of Mallory 
Stephens / 

Mr. Frevincuvysen. Well, I was acquainted with it in connection 
with the Columbia transaction ; yes. 

Mr. Hottzman. In connection — that transaction, Mr. Malets 
has asked whether you were told or instructed or directed by Mr. 
Tobin to share commissions with him or let him participate in the com: 
missions in connection with the placement of this particular insur- 
ance. Is that correct ’ 

Mr. Frenincuvuysen. Not specifically; no, sir. 

Mr. Hourzman. Well, what is the fact / 

Mr. Frevincuuysen. We were instructed to place the business 
through his office, which in our terminology is quite a different thing 
than sharing commissions. We actually placed it with Knicker 
bocker. 

The CuarrMan. You were to do the work; were you not, sir/ 

Mr. Frevincuvysen. To my recollection, we did the engineering 
work on the Columbia Street pier, and reviewed the policies and 
checked them. 

Mr. Hottrzman. Who wrote the policies / 

Mr. Frevincuvuysen. Knickerbocker wrote them, to my recollection. 

Mr. Hourzman, All right. 

Did you have the « capacity, as an officer of the Frelinghuysen 
Co., to place this kind of insurance on your own without see ‘king the 
help of K nickerboc ker or Mallory Stephens? 
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Mr. FRELINGIUUYSEN. Yes, sir. 

Mr. Hotrazman. In other words, you could have placed this on your 
own: is that correct ¢ 

Mr. Frevincuuysen. This is asking me something, sir, that—— 

Mr. Hoirzman. Well, let me withdraw that and put it to you this 
way. 

Suppose no direction had been given to you in connection with the 
Knickerbocker Insurance Co. 

Would you have placed this out of the Frelinghuysen Co. ? 

Mr. FrRELINGHUYSEN. Yes, sir: 1 presume so. 

Mr. Maerz. Did you have any discussions or meetings, Mr. 
Frelinghuysen 

Mr. FRELINGHUYSEN, Sir? 

Mr. Maerz. I am sorry. 

Did you have any : discussions or meetings in December 1949 with 
any officer of the port authori ity as to de veloping a proc edure whereby 
Mr. Stephens’ insurance broker: age firm, Knickerbocker Associates, 
was to obtain the commissions for the port authori ity ‘s Columbia Street 
ier / 

Mr. Frevincuvuysen. Well, I am having great difficulty recalling 
this, Mr. Maletz. 

Mr. Macerz. We will refresh your recollection in just a minute. 

But I wonder whether you now have any present recollection of 
this ? 

Mr. FrRELINGHUYSEN. Well, my present recollection would be that 
it was handled by another man in my office. 

Mr. Maerz. I show you, Mr. Frelinghuysen, a series of docu- 
ments which were supplied by your office, including, I believe, sir, 
one document in your handwriting, and ask you if you will examine 
them. 

Mr. Frevincuvuysen. I recall these documents, Mr. Maletz. 

Mr. Materz. I beg your pardon / 

Mr. FrRELINGHUYSEN. I recall these documents now, Mr. Maletz. 

Mr. Maerz. All right. 

Does this refresh your recollection as to exactly what occurred 
astothis particular matter ¢ 

I will read the documents in a few moments. 

But does this refresh vour recollection as to the events that tran- 
spired as of December 1949 ? 

Mr. Frevincuvuysen. Yes, sir. 

And I think it confirms my testimony that this business was placed 
through Knickerbocker, rather than a sharing of commissions. 

Mr. Houtrzman. On that point, Mr. Frelinghuysen, that really is 
splitting hairs: is it not ? 

The fact is 

Mr. Maerz. May we have the documents back, sir? 

Mr. Hoitzman. The fact is that it was suggested to you that you 
place a policy through someone, but the sum total of it is that you 
actually participated in the commissions with that individual. 

Isthat not so? 

Mr. Frevincuuysen. No, sir. 

Mr. Hottzman. When you place a policy with the “A” agency, the 
fact is that all you do is call them and suggest that they write a policy ? 
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Is that not so? 

Mr. Frevincuvuysen. Well, in this case, Mr. Holtzman 

Mr. Hotrzman. Is that a fair statement, Mr. Frelinghuysen? 

Mr. FRELINGHUYSEN. Yes, it is. 

Mr. Hourzman. All right. 

And is not the net result of this kind of thing a handout, so to speak 
from you, who could use these commissions yourself, to someone else! 

You would have liked to earn these commissions yourself, woul 
you not ¢ 

Mr. Wotr. Mr. Holtzman 

Mr. Hoitzman. No, wait. 

Would you not have liked to earn the commissions on the Columbiy 
River project on your own, on behalf of Frelinghuysen ¢ 

The Cuarrman. Columbia Street pier. 

Mr. Hourzman. Columbia Street pier. 

Mr. Frevincuvuysen. Well, naturally, as an insurance broker, | 
could hardly answer “No” to that question. 

Mr. Horrzman. Right. But you were told, in essence, to place jj 
through the Knickerbocker Co., is that not so? 

Mr. FrevinGuuysen. That is right. 

Mr. Hoirzman. And the sum total of that is that you were told 
to give a commission for the placement of insurance to the Knicker 
bocker Co., is that not so ? 

Something you could have written on your own, something that you 
had the capacity to write on your own—is that not so / 

Mr. FRELINGHUYSEN. Yes. 

Mr. Hotrzman. All right. 

Mr. Maerz. Mr. Chairman—Mr. Frelinghuysen, the first letter of 
a series which I gave you is presumably a draft and reads, as follows 
Hon. MALLORY STEVENS, 

Knickerbocker Associates, 70 Pine Street, New York City 

Deark MALLorRY: Confirming our conversation of last week it is the intention 
of the Port of New York Authority that Knickerbocker Associates be made 
the broker (of record) for the following insurance on the Columbia Street pier 

Fire, Lightning: Extended coverage: Collision and Elements” 


which is scratched out and in pencil or pen inserted, 
“Pier and Wharf Endorsement”—“Rental Value” 
with the handwritten notation “Omit.” 


Our brokers, J. S. Frelinghuysen Corp., will continue to service this policy it 
its entirety and will deliver to Knickerbocker Associates the policies for trans 
mittal to the Port of New York Authority together with your invoice covering 
the premium. You, in turn upon receipt of payment from the Port of New York 
Authority can reimburse the J. S. Frelinghuysen Corp. less the normal 


and that is scratched out to read 


standard brokerage commission payable on this insurance 

It so happens that this policy is now on binder, and the policy has not as ye 
been issued. The date of the binder is—and it will be for a period of 5 year 
at a total 5-year premium of, we understand, $74,681.56. When the policy i 
ready for issuance J. 8S. Frelinghuysen Corp. will deliver to you for handling 
as outlined above. 

It is understood that future renewals of this policy 


which word is scratched out to read 


schedule of insurance will be handled through Knickerbocker Associates in the 
same 
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and “the” is scratched out- 
a similar manner as outlined above 


the latter three words being scratched out. 

There are some figures at the bottom of the page. 

Isthe handwriting on this document yours, Mr. Frelinghuysen / 

Mr. Frevincuvysen. Yes, sir, that ismy handwriting. 

(The document referred to appears at p. 1228.) ne 

Mr. Maerz. Mr. Frelinghuysen, is it not correct that this is a 
draft letter which either was prepared in your office, or submitted to 
your office, for review, for ultimate signature of Mr. Tobin ? 

Mr. Frevincuvuysen. I believe so. 

Mr. Hoitzman. By whom was this prepared / 

Mr. Maerz. Who prepared the draft—the first draft / 

Mr. Frevincuvuysen. I cannot be certain. It was either myself or 
one of my associates. 

Mr. MaALetz. Yourself or one of your associates / 

Mr. Frevincuuysen. From the fact that my own handwriting is 
on there, making corrections, I woud assume it was done in our office. 

Mr. Hoitzman. Mr. Frelinghuysen, the words “broker of record” 
usually presupposes in the insurance business that it is a broker, or 
he is a broker who does nothing but lend his name to a policy. 

Isthat not correct / 

Mr. FRELINGHUYSEN. No, sir. 

Mr. HotrzMan. You are sure about that ? 

Mr. FRELINGHUYSEN. No, it is the broker who handles the business. 

Mr. HourtrzmMan. | will repeat the question. 

When you speak of a “broker of record” in the insurance business, 
does it not connote a broker who shares a commission, but usually 
does nothing else / 

Mr. Frevincuuysen. No, sir. 

Mr. Hottzman. All right. 

Mr. Materz. Mr. Frelinghuysen, do you recall a discussion of this 
on December 20, 19494 The document is captioned “P.A. Conf.,” 
December 20, 1949, “Memorandum of conversation with Mr. Kushell 
on the Columbia Street Pier.” 

After considerable discussion the letter to Mallory Stevens was redrafted to 
include only : Fire, Lightning, ECE 
and that, I take it, is extended coverage / 

Mr. Frevincutuysen. Extended coverage endorsement. 

Mr. Maerz (continuing) : 
including pier and wharf endorsement, on the Columbia Street pier. 

year premiums total $85,190.56 

An amount of $975,000, in policies dating May 1, 1949 is to be canceled as 
of December 15, and rewritten for a period of 5 years. 

These policies will be handled through Knickerbocker Associates as specified 
in Mr. Kushell's letter. Mr. Bennett is preparing the detailed figures and setting 
them up for cancellation 

J.5.0., Jf. 

Do you recall this memorandum, sir / 

(The document referred to appears at p. 1229.) 

Mr. Frevineuvysen. Yes, generally. 

Mr. Maerz. And the Mr. Kushell referred to—was that Charles 
Kushell, the then compt roller of the Port of New York Authority, sir? 
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Mr. Frevincuvuysen. Well, he was either comptroller or direety 
of finance. 

I am not sure. 

Mr. Houirzman. Mr. Frelinghuysen, reading from this memorgp. 
dum, you may recall] the question I asked you ahost broker of record 

I had asked you whether that presupposed a broker whose namp 
was used, and who did little, if anything, else in connection with th 
policy. 


Your answer tothat was no. 

Is that correct ? 

Mr. Frevincuvuysen. As a term of art in the insurance busines 

Mr. Hottrzman. Now, let me read you from the memorandum whi¢ 
you either prepared or corrected, upon which your handwriting 
appears. 

Firstly, would this be an accurate statement of the situation as jj 
existed at that time? 

Confirming our conversation of last week it is the intention of the Port 
New York Authority that Knickerbocker Associates be made the broker (6 
record) for the following insurance on the Columbia Street pier 

Is that a correct statement of the facts as they existed at that time! 

Mr. FRELINGHUYSEN. Yes, sir, because—may I explain / 

Mr. Hortzman. Yes, surely. 

Mr. FreLincuvuysen. Because they were made broker of record— 
they placed and wrote the policies, they did, let us say, the administra. 
tive work cn the policies. 

We continued to do the supervision and the engineering. 

But— 

Mr. Hotrzman. A policy has a rate, is that not so/ 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. HortzmMan. So that all that is involved in the preparation ofa 
policy cf insurance is to take a slip of paper, use the rate, and attach 
your endorsements, which are more or less standard—and you stop me 
if Iam stating any inaccuracy 

Mr. Frevincuvuysen. Well, I do not concur at this point, Mr. Holtz- 
man. 

Mr. Hourzmawn. All right, then. 

You say that the endorsements might not be standard, is that right! 

Mr. Frevincuvysen. I would say that in this particular case, It 
would be very much of a specially prepared tailormade form for a 
project such as the Columbia Street pier. 


Mr. Hortzman. <All right. 

Now, you already have this policy on binder for 5 years, did you 
not / 

Mr. FrRELINGHUYSEN. No,sir. I donot believe so. 

Mr. HoLtTzMAN. Let me read you from this memorandum. 


It so happens that this policy is now on binder, and the policy has not as yet 
been issued. The date of the binder is and it w re be for a period of 5 years ata 
total 5 year premium of, we understand, $74,681.5 

Did you not, in fact, at that time, even a fore the intention of the 
port authori ‘ity was made known to you, already have bound that line! 

Mr. FRELINGHUYSEN. I assume that we bound it. but the language 
does not mean that it was on binder for 5 years, Mr. Holtzman. 
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Mr. Hoirzman. But you had bound the line at that time. Is that 
not correct ¢ 

Mr. Fretincuvuysen. It is my understanding. 

Mr. Hotrzman. All right. Now, reading from this memo further: 

Our brokers, J. 8S. Frelinghuysen Corp., will continue to service this policy in 
its entirety and will deliver to Knickerbocker Associates the policies for trans- 
mittal to the Port of New York Authority together with invoice covering the 
premium. You in turn upon receipt of payment from the Port of New York 
Authority can reimburse the J. S. Frelinghuysen Corp. less the commission pay- 
able on this insurance. 

That is a pretty thorough program, is it not ? 

Mr. Frevincuvysen. Yes, sir. I believe I should correct my previ- 
ous testimony. As I understand this letter, as you read it now, Mr. 
Holtzman, this business was—as I understand it—placed by our office, 
and then turned over to Knickerbocker. 

Mr. Hotrzman. Is that not correct ? 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. Hotrzman. All right. It was placed with the Knickerbocker. 
It was turned over to the Knickerbocker. 

Mr. Toit. Placed where ? 

Mr. Hotrzman. You say you placed the business / 

Mr. Toit. Placed where? With what agency ? 

Mr. Fretincuvuysen. May I see the document again? I skimmed 
over it very quickly. 

Mr. Wor. Could we see the final form of the letter, Mr. Maletz. 

Mr. Maerz. Yes, sir. Mr. Chairman, while Mr. Frelinghuysen is 
reading that, there is some confusion, I believe. Let me read this 
document again about this memorandum of this meeting between 
Mr. Frelinghuysen 

Mr. Hottrzman. Would you let Mr. Frelinghuysen read this, so he 
can really refresh his recollection. Then we can go ahead. 

Mr. Frevincuvysen. May I explain? 

Mr. Ho.tzman. Yes, surely. 

Mr. Frevincuvysen. As I understand this letter now, what actually 
happened here was we placed the business with the insurance company, 
and delivered the policies to Knickerbocker. 

Mr. Horrzman. In other words, you did everything, even to the 
extent of forwarding an invoice, is that not so? 

Mr. Frevincuuysen. And any agent would forward an invoice to 
a broker. 

Mr. Hottzman. Mr. Frelinghuysen, can you answer that question ? 
You did everything in connection, not only with the servicing of that 
policy, but in addition to that, you actually placed the insurance? 

Mr. Frevincuvysen. Yes, sir. 

Mr. Hoitzman. So that your previous answer was in error when 
you said that you placed it with the Knickerbocker people? 

Mr. Frevincuvysen. I am sorry. I read the thing too quickly 
before. 

Mr. Hottzman. Is there anything, anything that that memo reflects, 
that remained for the Knickerbocker people to do, other than 
to split or collect or part ic1pate in commissions / 

Mr. FRELINGHUYSEN. They had to process it through their own 
books, and bill the port authority disenhe for the insurance. 
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Mr. Hotrzman. And that is the sum total of what they had to do? 

Mr. Frevincuuysen. Apparently, as I understand it. 

Mr. Maerz. Mr. Chairman, may I again, so that we can get the 
record in a completely clear state, read this memo of December 20, 
1959: 

Memorandum of conversation with Mr. Kushell on the Columbia Street pier: 

After considerable discussion the letter to Mallory Stephens was redrafted 
to include only: Fire, Lightning, ECE, including pier and wharf endorsement, 
on the Columbia St. pier. 

Five-year premiums total $85,190.56. 

What were the commissions, Mr. Frelinghuysen, on 5-year premiums 
of $85,190.56—approximately / 

(The document referred to appears at p. 1229.) 

Mr. FRELINGHUYSEN. I could not quote that from memory. 

Mr. Maerz. Would it be 15 or 20 percent ¢ 

Mr. Frevincuvysen. Pier business—probably 10 or 15 percent. 

Mr. Hourzman. On fire and inland marine, Mr. Frelinghuysen ’ 

Mr. Frevincuuysen. Where you have a pier risk, I believe the 
commission tends to be lower, Mr. Holtzman. 

Mr. Hottrzman. Will you check that for us, for our record, when 
you have a chance, and get that information for us, please ¢ 

Mr. Frew * YSEN. Yes. sir. 

Mr. Worr. Can we supply it by letter, Mr. Chairman / 

(The see crc appears at pp. 1932-1935.) 

Mr. Hortzman. Yes. Can you tell is What company you placed 
this policy with ? 

Mr. Frevincuvysen. No, 1 don’t recall. 

The CuarrmMan. Will you in that same letter indicate the company? 

Mr. Frevincuvuysen. All right. 

Mr. Maerz. Mr. Frelinghuysen. at 10 percent the brokerage com- 
mission that Knickerbocker Associates would get would be $8,519.06: 
is that correct ? 

Mr. FRELINGHUYSEN. Yes. 

Mr. Maerz. And at 15 percent, it would be 

Mr. Worr. Mr. Maletz, isthat 5 years you are computing / 

Mr. Maerz. Five years; yes, sir. 

Mr. Wo rr. It would be $12,000, 

Mr. Maerz. About $12,779? 

Mr. Frevincuvysen. Approximately. 

Mr. Maerz. All right, sir. And Knickerbocker Associates, Mr. 
Stephens’ firm, was to get this commission for its services in billing the 
port authority? And that was the sole service that Knickerbocker 
was to perform, is that right / 

Mr. Frevincuvuysen. I don't recall any other service. 

The CuatrmMan. In any event 

Mr. Hoitrzman. The answer was “I don’t recall any other service,” 
is that correct ? 

Mr. Fre_incuuysen. Yes. 

The CrarrmMan. So that the Knickerbocker outfit got the entire 
$12.700-0dd ¢ 

Mr. Frevincuuysen. Mr. Chairman, as I say, 1am not certain that 
that was the figure. 

The CnHarrman. Well, whatever the amount was, the entire com- | 
missions went to the Knickerbocker outfit. You did all the work. 
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Mr. Frevincuvysen. I will be pleased to furnish a breakdown of 
the commissions and the companies eat 

The CHAIRMAN. Well, whatever the breakdown would show, is it 
not a fact that the entire commissions went to Knickerbocker ? 

Mr. Frevincuuysen. Unless we had an agency at the time, Mr. 
Chairman, and placed it on an agency basis. 

Mr. Hotrzman. Do you know whether you got any override on this 
particular premium ¢ 

Mr. Frevincuvuysen. I don’t know. 

Mr. Hotrzman. Would you develop that for us / 

Mr. Frevincuuysen. We will furnish that information as well. 

Mr. McCutiocu. Mr. Chairman, I would like to inquire who car- 
ried that insurance before this policy which we have been discussing 
was placed through the Knickerbocker Agency ¢ 

Mr. Frevincuuysen. I don't recall, Congressman. 

Mr. McCutziocnu. Did your company carry it / 

Mr. Frevincuuysen. | don’t recall, sir. 

Mr. MeCuttocu. Would you furnish that information for the 
record / 

Mr. Frevincuvysen. Yes. Who had it prior to that time? 

(The information referred to appears at pp. 1932-1935. ) 

Mr. MceCunizvocnu. That is right. 

Mr. Meaper. Mr. Frelinghuysen, have you not testified that you 
were the exclusive broker since 1946? 

Mr. Frevincuuysen. I made an exception to that, sir—when Mr. 
Maletz asked me the question. 

Mr. Wour. Mr. Meader, there is some question here about the date 
of 

The Crairman.. Mr. Wolf, please, no questions were asked of you. 
And your only function in a congressional inquiry, as a lawyer, unless 
you testify as a witness, is to advise your client on constitutional 
quest ions. 

Mr. Worr. I was sworn asa W itness, sir. 

The CuarrmMan. Yes, but you are not being interrogated as a witness 
now. 

Mr. MeCuivocu. Mr. Chairman, I understand that we will be fur- 
nished definite and certain evidence as to what agency and what com- 
pany carried that insurance prior to the time it was placed through 
the Knickerbocker Agency. 

Mr. Frenineunuysen. Yes, sir. 

Mr. McCutvocn. And that will be done promptly. 

Mr. Frecincuvysen. As promptly as possible. 

Mr. Maverz. Mr. Frelinghuysen. do you recall that after the letter 
was redrafted, a letter was sent from Mr. Tobin to Hon. Mallory 
Stephens, Knickerbocker Associates, 70 Pine Street, New York, N.Y.. 
with a copy addressed to your company. I show you that document. 

Mr. Frevincuvuysen. Yes: I recall the letter. 

Mr. Maerz. You saw that letter. 

Mr. Chairman, with your permission I would like to read this 
letter for the record, and then offer it in evidence. 
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DECEMBER 20, 1949, 
Hon. MALLORY STEPHENS, 
Knickerbocker Associates, New York, N.Y. 

DEAR MALLory: Confirming our conversation of last week, it is the intention 
of the Port of New York Authority that Knickerbocker Associates be made 
the broker for the following insurance on the Columbia Street pier: 

“Fire, lightning, extended coverage, including pier and wharf-endorsement.” 

Our brokers, the J. S. Frelinghuysen Corp., will deliver to Knickerbocker th 
Associates the policies for transmittal to the Port of New York Authority to. 


gether with invoice covering the premiums. You, in turn, upon receipt of pay. ¥ 
ment from the Port of New York Authority, can reimburse the J. S. Freling. 0 
huysen Corp., less the standard brokerage commission payable on this insurance 01 
This insurance expires on various dates over a 5-year period. <A detailed 
record of the policies will be furnished to you by the J. S. Frelinghuysen Corp, 
in the near future. 
At present rates and for present amounts of insurance, total 5-year premiums 
equal $85,190.56. Certain policies which are now on binder will shortly be deliy. 
ered to you for handling as outlined above 
Sincerely yours, y 
AvusTIN J. Tospin, Hrecutive Director. ¢ 


Copy: J. S. Frelinghuysen Corp., 111 William Street, New York City 


(The document referred to appears at p. 1230.) 

Now, Mr. Frelinghuysen, was this brokerage arrangement with 
Mr. Stephens carried out in conformance with this letter of Decem- 
ber 20? 

Mr. FRELINGHUYSEN. Yes, it was. 

Mr. Marerz. It was. And in other words, Mr. Stephens’ firm, 
Knickerbocker Associates, obtained the commissions for the period 
1949 through 1954; is that correct / 

Mr. Fre_tinGuvuysen. No, sir. It was canceled on October 1, 1953, 
when it went intothe FIA. 

Mr. Maerz. It went intothe FIA. 

Mr. FRELINGHUYSEN. I believe that the arrangement was terminated 
in 1952 or 1953. 

Mr. Maerz. And you will supply for the record the total amount 
of commission received by the Mallory Stephens insurance brokerage 
organization. 

(The information referred to appears at pp. 1932-1935.) 

In summary, Mr. Chairman, I would read this additional docu- | 
ment dated December 30, 1949, with vour permission : 

DECEMBER 30, 1949 
Re port authority insurance 


Pursuant to advices received by Mr. Heath from Mr. Kushell at 11 a.m 
Thursday, December 30, 1949, we have been advised by Mr. Tobin, through Mr 
Kushell, that the commission arrangement will be: 

1. That we are to receive full commissions, with the exception of commission 
on fire, ECE, including pier and wharf endorsement and unearned premium 
insurance on the Columbia Street pier which will be handled with Knicker 
bocker Associates as outlined in Mr. Tobin's letter to the Honorable Mallory 
Stephens dated December 20, 1949; and the possible cleanup of the $1,296.69 due 
R. A. Corroon & Co. under the original 5-year multirisk plan 


J.S. FRELINGHUYSEN, Jr 
Ce for commission book, cc for J.S.F., Jr., ce for J. B.A 


(The document referred to appears at p. 1231.) 
Mr. Maerz. Whois J.E.C.? 

Mr. Frevincuvuysen. John E. Colgan. 

Mr. Maerz. Who is he? 
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Mr. Frevincuvuysen. He was a vice president of our firm. He is 
no longer with us. 

Mr. Materz. He is no longer with your firm, or is he deceased ? 

Mr. Frevincuvuysen. No. 

Mr. Marerz. In summary, is it not correct that the port au- 
thority, your concern, and Mr. Mallory Stephens, worked out a plan 
whereby Mr. Mallory Stephens’ firm was to be paid for a period of 
syears the brokerage commissions on certain port authority insurance 
onthe Columbia Street pier / 

Mr. Wor. May we have the question reread / 

(The question was read by the reporter. ) 

Mr. Frevincuuysen. May | explain / 

Mr. Maerz. Yes, sir. 

Mr. Frevincuuysen. The answer is substantially “Yes.” I 
wouldn't phrase it that way myself. I wouldn't want to quibble on 
the language. We didn’t actually pay them the commission. They 
deducted the commission and paid us. 

Mr. Maerz. I am going to come tothat in a moment. 

And these commissions, assuming a 15-percent brokerage, would be 
close to $13,000; is that right / 

Mr. Frevincuvuysen. If that is the figure; yes. 

Mr. Materz. And is it not also correct that to accomplish this plan, 
what was done first was to cancel $975,000 of port authority insurance 
licies on the Columbia Street pier? That was that memorandum 
Teead to you of December 20, 1949, Mr. Frelinghuysen. 

Mr. Frevincuvysen. May I see it again / 

Mr. Maerz. Yes, sir. 

Mr. FreinGuuysen. Yes: your statement is correct. 

Mr. Maverz. So that the record will be clear, may I repeat the 
question ¢ 

Is it correct to accomplish this plan, what was done first was to can- 
cel S975.000 of port authority insurance policies on the Columbia 
Street piers ¢ 

Mr. Frevincuvysen. I am not sure whether they were the policies 
or the binders, Mr. Maletz. 

Mr. HoutrzmMan. Do you know how long they were in force at the 
time ? 

Mr. FRELINGHUYSEN. No, sir: I don't recall. 

Mr. Horrzman. Can you tell us whether the cancellation was pro 
rata or short rate / 

Mr. Frevincuvuysen. | would assume it was pro rata. 

Mr. Hovurzman. I would prefer that you would get us that 
information. 

Mr. Frevincuuysen. We will include that in the letter, sir. 

Mr. Hor TZMAN. Please. 

Mr. Mauerz. I am sorry—I was distracted for just a minute. 

(The reporter read from his notes as requested. ) 

Mr. Maerz. And as part of this plan, was it not decided that the 
J.S. Frelinghuysen Corp., the port authority’s broker, would con- 
tinue to service these new policies in their entirety / 

Mr. Fretincuuysen. Yes: as stated in the letter. 

Mr. Materz. And as a part of this plan, was it also decided that 
Frelinghuysen would deliver the policies on the Columbia Street 
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pier to Mr. Stephens, who would then transmit the policies to the 
port authority, together with the premium invoices ? 

Mr. Frevincuvysen. If I can correct that to read to Knickerbocker 
Associates, I would answer “Yes,” because we didn’t deliver them 
to—— 

Mr. Matcerz. I beg your pardon. I will rephrase the question, 

And as part of this plan, was it decided, by Mr. Tobin, on behalf 
of the port authority, that the Frelinghuysen concern would deliver 
the policies on the Columbia Street pier to Mr. Stephens’ firm, Knick. 
erbocker Associates. which would then transmit the policies to the 
port authority, together with the premium invoices / 

Mr. FrRevInGHUYsEN. Yes, sir. 

Mr. Macerz. And the port authority, on Mr. Tobin’s instructions, 
agreed, did it not, to pay the premiums to Mr. Stephens’ firm, Knick. 
erbocker Associates, which was then to transmit the premiums to 
Frelinghuysen ? 

Mr. Frevincuvysen. That is mv understanding. 

Mr. Maerz. But in transmitting the premium payments to the 
Frelinghuysen concern, Mr. Stephens’ firm. Knickerbocker Associates, 
was to deduct for itself the standard brokerage commission / 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. Maerz. And Frelinghuysen concern would then transmit the 
premiums less Mr. Stephens’ firm Knickerbocker Associates broker- 
age commission to the appropriate insurance carriers; is that correct! 

Mr. FRELINGHUYSEN. Yes; that is correct. 

Mr. Maerz. I will repeat the question. 

The CHatrMAN. He said yes. 

Mr. Materz. All right. 

In short, although the Frelinghuysen concern was to service the 
policies, the Frelinghuysen concern, under the plan was to relinquish 
its commissions on the Columbia Street pier to Mr. Stephens’ con- 
cern, Knickerbocker Associates; is that correct ? 

Mr. FRELINGHUYSEN. Yes. 

Mr. Marerz. And the only work that Mr. Stephens’ firm, Knicker 
bocker Associates, was to do, was to transmit the policies which Fre- 
linghuysen obtained to the port authority. and then to transmit the 
premium payments to Frelinghuysen, deducting the standard broker- 
age commission. 

Mr. Frevincuuysen. That is the only work that I reeall, Mr. 
Maletz. 

Mr. Maerz. All right, sir. 

Mr. Hoitzman. Do you know of any other work that thev might 
have had to do? Do you know of any other work that the Knicker- 
bocker people had to do in connection with the Columbia Street pier 
insurance ? 

Mr. Frevincuvcysen. Well, it is possible that they might have sat 
in on some con ferences and discussed the policy form, or accompanied 
one of our men on an inspection of the facility. But I don’t reeall 
it, sir. 

Mr. Hourzman. You don't recall. As a matter of fact, the memo 
indicates that the full servicing of this insurance was to be done by 
the Frelinghuysen Corp. 

Mr. FrRELINGHUYSEN. Yes, sir; the memo so indicates. 
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Mr. Materz. Was this arrangement to pay Mr. Stephens’ firm, 
Knickerbocker Associates, these brokerage commissions, approved by 
the board of commissioners of the port authority at a regular meeting 
of the board; if you know? 

Mr. FreELINGHUYsSEN. I do not know, sir. 

Mr. Maverz. Mr. Chairman, for the record—I take it the sub- 
committee can take judicial notice of this—may I include a list of 
bills affecting the Port of New York Authority introduced by Mr. 
Mallory Stephens between 1945 and 1952, at a time when he was a 
member of the New York Assembly, and chairman of the ways and 
means committee of the assembly. We have the original bills, Mr. 
Chairman. We have also a summary of all bills enacted in the "New 
York State Legislature pertaining to the Port of New York Author- 
ity, 1945 through 1952 indicating which of these bills was sponsored 
inthe assembly by Mr. D. Mallory Stephens. 

The Cuairman. Read them briefly. 

Mr. Maerz. Bills introduced by Mr. D. Mallory Stephens, member, 
New York Assembly, chairman, ways and means committee, pertain- 
ing to Port of New York Authority, 1945-52. 

On January 29, 1945, he introduced a bill providing, subject to 
approval by New Jersey, that bonds or other obligations of the New 
York Port Authority issued for any union terminal, freight station, 
or steamship, or marine terminal purposes, shall be legal for savings 
banks. The assembly introduction number was A-765. The assem- 
bly print number was A-786, A-1135. The bill passed the assembly 
February 28; passed the senate March 7; and was enacted March 14, 
1945, as chapter 163. 

On February 6, 1946, Mr. Stephens introduced a bill, assembly in- 
troductory No, A-1286, assembly printed No. A-1364, providing that 
the States of New York and New Jersey agree that obligation of the 
Port of New York Authority to pay back moneys advanced for studies 
of interstate vehicular bridges, Outerbridge Crossing, Goethals 
Bridge, and Bayonne Bridge, may be satisfied by delivery to the two 
States of bonds or moneys or both equal to : appropriations. This bill 
was referred to the ways and means committee of the assembly, re- 
ported March 6, third reading March 7, stricken from calendar March 
12, 1946. 

A companion bill was introduced in the Senate by Senator Wicks as 
senate introductory No. 1049, senate printed No. 1129; introduced 
February 5, 1946, and referred to finance committee; reported Febru- 
ary 26; passed senate March 4: to assembly ways and means commit- 
tee, March 5; passed asse tabi March 26; enacted April 1, 1946, 
chapter 352 

February 6, 1946. Mr. Stephens introduced assembly introduce tory 
No. A-1287, assembly printed No, A-1365. This bill provided for the 
financing of a motorbus termin: al by the port authority, and for agree- 
ment with State of New Jersey relative thereto. This bill passed the 
assembly March 20, passed the senate March 25, enacted April 4, 1946, 
chapter 443 

The companion bill was Senate printed Nos. 1130, 2401, Senator 
Wicks. 

And digressing, Mr. Chairman, I will introduce for the record a 
speech made on January 27, 1949, by Mr. Howard Cullman, at a 
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luncheon commemorating the groundbreaking ceremonies of the Port 
Authority Bus Terminal on Thursday, January 27, 1949, at the Hote} 
Statler. I offer this speech for the record and quote just one para. 
graph, at page 2. 


= 


Senator Arthur Wicks and Chairman Mallory Stephens of the ways and means 
committee of the assembly, in New York, and Senator Dave Alstyne and Assem. 
blyman Walter H. Jones, of New Jersey, were the legislative leaders who 
introduced this amendment to the port treaty, and who saw it through the two 
Legislatures. 

(The speech referred to appears at p. 1232.) : 

On February 18, 1947, Mr. Stephens introduced assembly intro. 
ductory No. A-1923, assembly printed No. A-2056. This bill pro. 
vided for joint action of the State of New York and the State of New 
Jersey for development by Port of New York Authority of Marine 
Terminals, and authorizes municipality to transfer any such terminals 
to the port authority for control, operation, maintenance, rents, tolls, 
and other revenues. This bill was referred to the ways and means 
committee and reported March 6. It was stricken from calendar 
March 12, 1947. 

The companion bill was S.I, 1719. senate printed No. 1909; intro- 
duced February 18; passed senate March 3; to assembly ways and 
means committee March 4; passed assembly March 18: enacted April 
5. 1947, chapter 631. Author of the companion bill was Senator 
Wicks. 

On February 18, 1947, Mr. Stephens introduced assembly introdue- 
tory No. A-1921, assembly printed No. A-2054. That bill provided 
that any bond, note, or instrument issued by the Port of New York Au- 
thority to be exchanged for or converted into general and refunding 
bond shall be negotiable if New Jersey agrees thereto. This was re- 
ferred to the ways and means committee and reported out March 6; 
stricken from calendar March 12. 

The companion bill introduced by Senator Wicks was S.I. 1718; 
senate printed No. 1908: introduced February 8: to finance committee, 
and reported February 26; passed senate March 3: to assembly ways 
and means committee March 4; passed assembly March 18; enacted 
April 5, 1947. 

Also on February 18. 1947. Mr. Mallory Stephens introduced assem- 
blv introductory No, 1922 which provided for financing, construction, 
and operation of air terminal by the Port of New York Authority; 
coonerating with the State of New Jersey. 

This bill was referred to the wavs and means committee; reported 
March 6: stricken from calendar March 12. 

The companion bill. introduced by Senator Wicks, was S.1. 1716; 
senate nrinted No. 1906; introduced February 18; to the finance com- 
mittee: reported March 6: passed the senate March 11; to assembly 
rules committee, March 12; passed assembly, March 18; enacted April 
11. 1947: as chapter 802. 

Also on February 18, 1947, Mr. Stephens introduced a bill estab- 
lishing optional procedure for the Port of New York Authority to 
exercise eminent domain or condemnation, when authorized by legis- 
lotive enactment, to acquire real property within the State. Assembly 
introductory No, A-1920; assembly printed No, A—2053. 


2S we OD. 
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The bill was referred to ways and means committee, and reported on 
March 6; stricken from the calendar March 12, 1947. 

The companion bill was S.I. 1717, senate printed No. 1907; intro- 
duced senate February 18; reported by finance committee February 
96: passed senate March 3; to assembly ways and means committee 
on March 4; passed assembly March 12, 1947, chapter 819. 

Senator Wicks was the author. 

On February 17, 1948, Mr. Stephens introduced A.I. 2108, printed 
No. A-2234. 

Would you like, Mr. Chairman—all these bills were passed—— 

The CHAIRMAN. Just give the nature of the bill. 

Mr. Materz. On February 17, 1948, Mr. Stephens introduced a bill 
to strike out reference to the Long Dock Co., in provisions relating 
to contract between State Bridge & Tunnel Commission, Erie Rail- 
road Co., for grants and other matters incidental to operation of 
Holland Tunnel. 

The CHarrmMan. That bill passed / 

Mr. Maerz. Yes, sir. 

All these bills have passed, Mr. Chairman. 

On February 24, 1948, Mr. Stephens introduced A.1. 2478, author- 
izing the Port of New York Authority to rehouse persons displaced 
from sites acquired for terminal or transportation facilities, and to 
issue bonds for cost of housing projects. 

On February 24, 1948, he introduced A.I. 2476, specifying types of 
relief and purposes for which the States of New York and New 
Jersey may consent to action against the Port of New York Authority, 
and providing that New York State may authorize the Port of New 
York Authority to acquire land for marine terminal purposes. 

On February 17, 1948, he introduced A.I. 2109, amendments specify- 
ing type of relief and purposes for which States of New York and 
New Jersey may consent to action against the Port of New York 
Authority, and providing that local laws of municipality where air 
terminal is situated shall apply thereto subject to agreement bet ween 
the Port of New York Authority and municipality. 

On February 17, 1948, he introduced A. 2074, providing for amend- 
ment to State finance law, including sections providing for the legality 
for investing State funds in the Port of New York Authority. 

On February 8, 1949, he introduced A.I. 1532, including street 
purposes as amendment to park and playground purposes for which 
the Port of New York Authority may convey portion of pier proper- 
ties in 12th ward of Brooklyn and providing that where conveyance 
has been made for any such purpose, it may be amended to include 
any or all of the other purposes. 

On February 21, 1950, he introduced A.I. 2714, providing for an 
agreement between New York and New Jersey as to suits and pro- 
ceedings against the Port of New York Authority, including appeals 
and reviews. 

On February 21, 1950, Mr. Chairman, Mr. Stephens introduced a 
bill providing for an agreement between New York and New Jersey 
for rules and regulations governing traffic at vehicular crossings op- 
erated by the Port of New York Authority. 

I might again stress, Mr. Chairman, each of these bills was passed. 
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On February 20, 1951, he introduced A.I. No. A-2517, extending 
jurisdiction of New York City magistrates’ courts to include any 
violation in New York City of an order, rule, or regulation of the 
Port of New York Authority, instead of only highway traffic regu. 
lations. 

On February 20, 1951, he introduced a bill describing proceedings 
and penalties for violations of rules and regulations of the Port of 
New York Authority relative to traffic on highways and Port of New 
York Authority air and marine terminals. 

On February 20, 1951, he introduced A.J. 2609, providing that 
States of New York and New Jersey may each prescribe and alter 
penalties for violations within respective territorial limits of rules 
and regulations of Port of New York Authority and procedures for 
their enactment. 

On January 30, 1951, he introduced A.I. 1399, providing that nitro- 
cellulose, instead of cellulous acetate film, shall not be transported by 
vehicles crossing interstate bridges and tunnels operated by Port 
of New York Authority at such time or place or in manner dangerous 
to persons or to property. 

On January 30, 1951, he introduced A.I. 1398, providing that the 
Port of New York Authority steamship terminal bonds shall be legal 
investment for all banks, trustees, and others now authorized to invest 
in bonds or other obligations of the State and shall be received by 
the State for any purpose for which deposit of State bonds or obliga- 
tions are authorized. 

I should introduce this in the record at this point, Mr. Chairman, 

The Cuarrman. All these bills mentioned, or photostatic copies of 
all the bills mentioned, will be accepted in the record, as well as the 
statement that you read from. 

(The documents referred to appear at pp. 1255-1420.) 

Mr. Hourzman. Before you go any further—just to keep the record 
in context—Mr. Frelinghuysen, I take it you know nothing about 
these bills or any speeches made by Senator Wicks, or anything relat- 
ing tothe legislative process in the State of New York? 

Mr. Frevincuvysen. Nothing whatsoever, sir. 

Mr. Maerz. I take it, Mr. Chairman, that the committee can take 
judicial notice of the fact that during the period 1945 to 1952, 26 bills, 
sponsored by the Port of New York Authority and affecting the Port 
of New York Authority, were adopted by the New York State Legis- 
lature. That information appears, Mr. Chairman, at the hearings 
before this subcommittee in 1952, appendix page No, 493. 

(The document referred to appears at p. 892.) 

And, Mr. Chairman, the information I have just read indicates 
that 20 of the 26 bills were introduced in the New York State Assem- 
blv by Mr. Mallory Stephens. 

The Cuairman. Now, were there any other bills introduced by Mr. 
Mallory Stephens when he was an assemblyman in New York State? 

Mr. Maerz. Yes, sir. 

I have only covered the period 1945 through 1952. You mean 
affecting the Port of New York Authority? 

The Cuatrman. Yes. 

Mr. Maerz. I cannot answer that question, Mr. Chairman. 
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The CHARMAN. Were there any bills introduced concerning an in- 
uiry to be made into the operations of the Port of New York 
Aut ority ¢ 

Mr. Maerz. Yes, Mr. Chairman, there were. 

In response to your question, on January 10, 1950, Assemblyman 
Lashin of New York City introduced a resolution in the assembly call- 
ing for creation of a joint legislative committee consisting of three 
members of the senate and three members of the assembly to make a 
complete study and analysis of the present structure, properties, fa- 
cilities, financial status, and resources, operations, and activities of the 
Port of New York Authority. 

The Cuatrman. Has your examination indicated to what committee 
that bill was referred ? 

Mr. Maerz. Mr. Chairman, this is an official record, “Resolutions 
of the New York State Assembly,” and it is indicated that this bill, 
Assemblyman Lashin’s, was referred to the ways and means com- 
mittee. 

The Cuarrman. What disposition was made of the bill, according 
tothat record ¢ 

Mr. Maerz. It died in committee. On March 8, a motion to dis- 
charge the committee was lost. 

(The bill referred to appears at p. 1421.) 

In addition, Mr. Chairman, the official record prepared for this 
subcommittee by the Library of Congress, “Resolutions of the As- 
sembly,” indicates that on January 10, 1950, Assemblyman Roman of 
New York Citv introduced a resolution calling for creation of a 
committee consisting of four members of the assembly and three 
members of the senate to make a thorough and complete investigation 
of the affairs of the Port of New York Authority. 

The Cuairman. To what committee was that bill referred ¢ 

Mr. Maerz. That, likewise, Mr. Chairman, was referred to the 
assembly ways and means committee. 

The Cuairman. What disposition was made of that ? 

Mr. Maerz. According to this official record, that bill died. 

(The bill referred to appears at p. 1422.) 

The Cuatrman. Any other bill? 

Mr. Maerz. Yes, sir. 

According to this official record, which I would offer for the record, 
sir, on January 10, 1950, Assemblyman Curry introduced a _ resolu- 
tion to create a committee to inquire into the toll charges collected 
by the Port of New York Authority, and to inquire into the opera- 
tions of the authority with respect to receipts and disbursements, 
particularly for the feasibility of an immediate reduction of toll 
charges. The official record indicates that this resolution, likewise, 
died in the ways and means committee. 

(The document referred to appears at p. 1423.) 

Mr. Houtzman. Mr. Chairman, can counsel tell us who was chair- 
man of the ways and means committee of the assembly during the 
period that these reso'utions were introduced ¢ 

Mr. Marerz. Mr. Mallory Stephens, Congressman Holtzman. 

Mr. McCuntocu. Mr. Chairman, I would like to ask one question. 

Who is the reference authority in the New York General Assembly / 
Who refers the bills to standing committees for study? 
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Mr. Maerz. I do not know, Mr. McCulloch. 

Mr. Frelinghuysen, are you familiar with the fact that the grain 
terminal in the Columbia Street pier was transferred to the port 
authority in 1944 or 1945? 

Are you familiar with that fact ? 

Mr. Frevincuvuysen. I recall it very vaguely, Mr. Maletz. 

The CHarrMAN. You recall it vaguely ? 

Mr. Maerz. Very vaguely. 

When the port authority began the operation of that facility, 
did your firm act as the broker ¢ ‘ 

Mr. Frevincuuysen. Mr. Maletz, I was out of this country until 
the end of October 1945. 

Mr. Maerz. You what, sir? 

Mr. FreLiInGHUYsEN. I was out of the country until the end of 
October 1945. 

I am not able to— 

Mr. Maerz. Did you act as broker at any time during the period 
1945 to 1949? 

Mr. FRevInGuvuysen. On the Columbia Street pier ? 

Mr. Maerz. Yes, sir. 

The Cuarrman. Is that where the grain elevator is / 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. Matetz. Did you act as broker / 

Mr. FreEvLINGHUYSEN. This is part of the question we are going to 
answer in the letter. 

Mr. Maerz. Do you have any present recollection that you did act 
as broker? 

Mr. Frevincuvysen. I do not have any present recollection. 

I would recall from 1946 on, but I do not happen to recall at the 
moment. 

Mr. McCuuziocu. That is the the information that you promised to 
promptly furnish the committee ? 

(The information referred to appears at pp. 1932-1935.) 

Mr. FRELINGHUYSEN. Yes, Congressman. 

Mr. Maerz. Mr. Chairman—Mr. Frelinghuysen, I would like to 
refer to another matter. 

Mr. Tosry. Mr. Chairman, would you like to 

The Cuatrman. Mr. Frelinghuysen, do you have any recollection 
as to whether you took care of any insurance on this grain elevator 
at the Columbia Street pier, such as the date when you started the 
service, insurancewise, of this grain elevator on the Columbia Street 
pier / 

Mr. Frevincuvysen. No, sir; but I would be glad to put it in the 
letter. 

Mr. Hoitzman. Do you know whether you ever handled that insur- 
ance for the grain elevator at the Columbia River pier / 

Mr. Frevincuvuysen. I do not recall. 

Mr. Hotrzman. You have norecollection. All right. 

The Cuarrman. Did you service, insurancewise, that grain elevator 
on the Columbia Street pier at any time before 1949 / 

Mr. Frevincuvysen. I donot recall, sir. 

The Cuatrman. The date of this transaction that you testified to, 
concerning the Knickerbocker Insurance Agency, is 1949, in December. 
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I want to be sure whether you have any recollection at the present 
time as to whether you serv iced, insurancewise, the grain elevator on 
the Columbia Street pier prior to December 1949. 

Mr. Frevincuuysen. At this moment, sir, I do not happen to recall. 

The Cramman. But you, in general, handle all the insurance of all 
the prope rties of the port authori ity ¢ 

Mr. Frevincuuysen. Well, in general. 

Mr. Chairman, I made a qualification when I answered Mr. Maletz 
“Yes” earlier this morning—that substantially all the insurance of 
the port authority was handled by our office from 1946 on, but there 
were one or {Wo exc eptions, and this m: iy be one of them. 

The Cuairman. Do you know whether the insurance on the Co- 
lumbia Street pier was handled by the Knickerbocker Associates before 
1949 / 

Mr. FRELINGHUYSEN. No, sir: I donot recall. 

Mr. Macerz. Well, prior to 1945 the Columbia Street pier was oper- 
ated by the State of New York, was it not / 

Mr. FrecinGcuvuysen. Mr. Maletz, 1 was gone for 414 years. 

Mr. HoLTzMANn. if you know. 

Mr. FrevinGuvuysen. I cannot answer that question. 

Mr. Maerz. All right. 

Mr. Frelingiuysen, I would like to turn to another matter. 

Mr. Tosin. Mr. Chairman, may I have the privilege of a statement 
on this before we turn to another matter / 

The CuatkMan. When we finish this, Mr. Tobin, we will give you 
an opportunity. 

Mr. Tobin, I ask you to take your seat. You will be given an 
opportunity. 

We are going to conduct this hearing in an orderly manner. 

You have issued a statement to the press on this matter, and you will 
have your chance in a very short while, when we finish with Mr. 
Frelinghuysen. 

Mr. Marerz. Mr. Chairman—Mr. Frelinghuysen, I show you a 
document obtained from your files dated July 1, 1946, “Confidential 
Memor: indum, Port of New York Authority.’ 

lask you, sir, if you can identify it. 

And Mr. Freliaghayeun, that document was obtained from your 
files. 

Mr. FRELINGHUYSEN. I recall the document. 

Mr. Mauerz. And I think you have indicated that J. E. Colgan 
was, on July 1, 1946, the vice president of your concern ‘ 

Mr. Frevincuuysen. That is correct. 

Mr. Maerz. This document, Mr. Chairman, captioned “Confidential 
Memorandum, Port of New York Authority,” reads as follows: 

Premiums and commissions of the above-captioned assured have been computed 
on the existing insurance which is expected to be renewed during the next 5 
years ittached herewith is a schedule listing this insurance, It was re 
quested that certain participants in the commission be paid in full upon receipt 
of check for the multirisk premium. Other participants are to receive partial 
payments as noted under the column entitled “Multi-Risk Commissions.” They 
are also to receive additional payments from time to time until they have re 
ceived the total dollar amount allocated 

Thomas Morrison, in addition to the check he is to receive now will get the com- 


mission on the renewal of the port authority building, 111 Eighth Avenue, in the 
sum of $1,464 
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Lawrence Tremaine, Inc., in addition to the check to be sent now will receive the 
commission on the port authority bond when it is renewed. This commission 
will amount to $2,300 and will be full payment. 

John C. Conklin Agency, Robert L. Stevens, R. A. Corroon & Co., and the J, § 
Frelinghuysen Corp. are to receive the balance of their total allocations from gub. 
sequent renewals during the 5-year period, This list and the percentage splitup 
shown thereon applies only to existing policies that are to be renewed. Any new 
insurance placed hereafter by this office on behalf of the port authority will be 
discussed with the assured in order to determine who the participants are to 
be and to what extent each will participate percentagewise. In consideration of 
these arrangements, the Frelinghuysen Corp. are to be brokers of record in al} 
matters of insurance and are to offer their advices on all questions of insurance 
where the port authority assumes the risk. 

The attached list showing insurance on which we are not now brokers of 
record are to be entered in the short-term register to be picked up at expiration. 

It is signed by J. E. Colgan. At the bottom there is this reference 
in handwriting: “Conklin pays J. Parnell Thomas $2,000." 

This document was taken from your file, Mr. Frelinghuysen, 
Would you explain what this document is about / 

(The document referred to appears at p. 1424.) 

The CuarrmMan. Well, first, who is Mr. Conklin / 

Mr. Frevincuvysen. Mr. Conklin is an agent in Hackensack, N.J, 

The CHatrMan. Excuse me. Mr. J. FE. Colgan, who signed the 
letter. 

Mr. Frevincuvysen. Mr. Colgan was at that time vice president- 
Mr. Colgan was then vice president of the J. S. Frelinghuysen Corp. 
He is no longer with us. 

Mr. Maerz. Now, can you enlighten the committee as to this 
particular document / 

Mr. Frevincuvysen. Well, this is a memorandum outlining the 
procedure for the distribution of .ommissions under the system that 
existed for many years under the port authority insurance. 

Mr. Maerz. You mean this is the patronage system ¢ 

Mr. Frevincuvysen. Well, that is your word, Mr. Maletz. 

Mr. Materz. No, sir. This is the word that vou have used, if you 
recall, in “Brokers’ Comments,” and I would like to read that again, 

Mr. Frevincuvysen. I assume—in the previous memorandum. All 
right. I accept it. 

Mr. Maerz. Let me read it again, sir. 

Mr. Frevincuvysen. No, it isall right. 

Mr. Maerz. It was patronage. All right, sir. And these concerns 
were getting commissions for doing nothing, is that correct / 

Mr. FrReELINGHUYSEN. Substantially so. 

Mr. Maretz. What is the reference to J. Parnell Thomas, do 
you know? 

Mr. Frevincuvysen. I don't know what that is. 

Mr. Maerz. Can vou identify, first, Thomas Morrison, who was to 
receive a check in the sum of $1,464? 

Mr. FrELINGHUYSEN. I just remember him as a name, and I know 
that he wasa licensed agent or broker. 

Mr. Maretz. Did he have any public office? 

Mr. Frevincuuysen. I have no recollection at all. 

The Cuarrman. Where did he live—in Jersey. or in New York? 

Mr. Frevincuvysen. I believe that his address is on there. IT don't 
recall, sir. 

Mr. Maerz. If you will bear with me a moment—all right, sir. 
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Lawrence Tremaine, Inc. 

Mr. Frevincuuysen. The name is vaguely familiar, but I cannot 
identify it. This is 14 years ago, and I am just sorry I can’t remember 
It. 
Mr. Macerz. John C. Conklin Agency. 

Mr. Frevincuvysen. Well, the Conklin Agency is an agency in 
Hackensack, N..J. 

Mr. Macerz. Did any member of that agency hold public office in 
New Jersey / 

Mr. Frevincuvuysen. I do not recall. It is possible, but I can’t be 
specific. 

Mr. Maerz. Do you know the agency ? 

Mr. Frevincuvuysen. Yes, I know of the agency. 

Mr. Maerz. Do you know John C. Conklin ? 

Mr. FrevinGuuysen. Yes. 

Mr. Macerz. Did he have a son, John C. Conklin, Jr. / 

Mr. FRELINGHUYSEN. I believe so. 

Mr. Maerz. Was John C. Conklin, Jr., connected with the agency ‘ 

Mr. Frevincuuysen. I think so. 

Mr. Maerz. Are you aware of the fact that on December 30, 1946, 
John C. Conklin, Jr., of Hackensack, N.J., was appointed by Gov. 
Walter E. Edge to the State Aviation Commission of New Jersey ? 

Mr. FrRELINGHUYSEN. I was not aware of that. 

Mr. Maerz. I offer this for the record at this point, Mr. Chairman. 

The Cuairman. Accepted. 

(The document referred to appears at p. 1424.) 

Mr. Macerz. I also offer for the record a squib from the New York 
Times, October 18, 1946, which bears a reference to John C. Conklin 
of Hackensack, elected on that date president of the New Jersey 
Association of Insurance Agents. 

The Cuatrman. Accepted. 

(The clipping referred to appears at p. 1426.) 

Mr. Macerz. All right,sir. Do you know Robert L. Stevens ? 

Mr. Frevincuvuysen. I know a Robert L. Stevens, but I believe 
it is a different one. I don't think I know that one. 

Mr. Maerz. You don't know this Robert L. Stevens? 

Mr. Frevincuvysen. I don’t believe so. 

Mr. MALETz. Do you know the R. A. Corroon & Co. ¢ 

Mr. Frevincuvuysen. Yes: I know of them. 

Mr. Maerz. Was there any relationship between the Robert A. 
Corroon & Co. and Commissioner Byrne of the Port of New York 
Authority? 

Mr. Frevincucuysen. | don’t know of any. 

Mr. Maerz. The attachment to the memorandum “Participat- 
ing Brokers,” lists R. A. Corroon & Co., 92 William Street, New York 
City: Thomas Morrison, 200 5th Avenue, New York City; Lawrence 
Tremaine, Inc., 314 Genesee Building, Buffalo, N.Y. Does that re- 
fresh your recollection about Lawrence Tremaine, Inc. ? 

(The document referred to appears at p. 1425.) 

Mr. Frevincuuysen. Well, just what you have said. 

Mr. Maerz. John R. Rogers, 60 Park Place, Newark, N.J.¢ 

Mr. FreLInGHUYSEN. Yes; I remember him. 

Mr. Maerz. Who is he, sir? 
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Mr. Frevincuvysen. I don’t recall what his position was, 
Mr. Maerz. Did he have an insurance brokerage concern / 
Mr. FRELINGHUYSEN. Oh, yes. None of these commissions were paid t 
to anybody but licensed brokers or agents. ’ 
Mr. Maerz. Robert L. Stevens—— | 
Mr. FreELINGHUYSEN. I don’t recall. ¢ 
Mr. MAterz. 112 Monticello Avenue, Jersey City, N.J. 
Louis Tofte, 63 Wall Street ? é 
Mr. Frevincuvysen. I have no recollection. 
Mr. Maerz. J. W. Klie, 5010 Park Avenue, Weehawken, N.J.? ‘ 
Mr. FRELINGHUYSEN. No recollection. ' 
Mr. Materz. Stephen C. Griffith, Jr., 10 Park Place, Morristown, 
N.J.? 
Mr. Frevincuvuysen. I remember the name of the agency, and that : 
is all. 
Mr. Materz. Frederick E. Rieger, 75 Maiden Lane, New York City? 


Mr. FrRELINGHUYSEN. I have no recollection. 
Mr. Materz. John C. Conklin Agency, 201 Main Street, Hacken- 


sack, N.J.! 
The CHarrman. These are all participat ing brokers on a patronage 
basis ¢ 


Mr. Frevincuuysen. Yes, Mr. Chairman. 

Mr. Maerz. Mr. Chairman, I offer for the record this excerpt from 
“Who's Who,” showing that Mr. Stephens served in the New York 
State Assembly from 1925 to 1952. 

The CuarrmMan. We already have that. 

Mr. Materz. All right. 

Now, do you know J. Parnell Thomas ¢ 

Mr. Frevincuvysen. No; I don’t know him. 

Mr. Maerz. Mr. Chairman, I offer this document for the record. 

The CHatrMan. Accepted. 

(The document referred to appears at p. 1426.) 

Mr. Maerz. Now, do you recall, Mr. Frelinghuysen, a Louis M. 
Grabbe / 

Mr. Frevincuvuysen. I recall the name. 

Mr. Macerz. Do you recall you had a bit of a dispute with Mr. 
Louis M. Gabbe, of 828 Broad Street, Newark, N.J.. concerning the 
placement of insurance / 

Mr. Frevincuvuysen. I recall that there was such 

Mr. Maerz. May I show you a series of documents for the purpose 
of refreshing your recollection, and I would ask you, while you are 
refreshing your recollection, if it is not correct that you finally re- 
solved the dispute by paying him a participation of $70.51 4 

Mr. FRreLincuHuysen. I remember something of the kind, Mr. 
Malet z—— 

Mr. Maverz. Does this refresh your recollection, Mr. Frelinghuysen? 

Mr. Frevincuuysen. Yes; I recall the transaction, Mr. Maletz. I 
would like to have this in front of me, if I may, when I testify. 

Mr. Marerz. Would you like to tell the committee about the trans- 
action. There is a reference, as you will see in there, to Commissioner 
Byrne. And if you could tell us about this—was it Commissioner 
Joseph Byrne / 

Mr. Frevincuuysen. Yes. 
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Mr. Materz. Just tell the committee in your own words about the 
transaction. I believe the documents point out that the controversy 
was settled by your paying a $70 commission. 

Mr. FRELINGHUYSEN. According to these papers, and this memoran- 
dum of September 7, 1950, in particular, when the Lehigh Warehouse 
& Transportation Co. first took over buildings at Port Newark, appar- 
ently Mr. Byrne instructed this Mr. Louis Gabbe to place warehouse- 
men's legal liability insurance. At the same time we had placed dupli- 
cate insurance. Now, a dispute arose over who was to have the insur- 
ance. In June 1949, when it was discovered that the double insurance 
existed, we met with Mr. Gabbe, and it was arranged that his insur- 
ance would be canceled and ours would take over, and that the insur- 
ance companies would get, for the period that the duplicate binders 
had been in force, each 50 perc ent of the pro rata premium, so that the 
port authority paid one full premium and didn’t suffer accordingly. 

Then it was later arranged that he received half of the commission 
for the duplication per iod, which has a total of $140.62, so he received 
$70.31. 

Mr. Maerz. Thank you very much. 

Mr. Chairman, may I offer those documents for the record ? 

The CuarMan. They will be accepted. 

(The documents referred to appear at pp. 1427-1482.) 

Mr. Marez. Now, Mr. Chairman—Mr. Frelinghuysen, do you have 
that document, that confidential memorandum which I have read, 
before you / 

You still have that / 

Mr. Frevincuuysen. May I correct my testimony, Mr. Maletz? 

Mr. Maerz. Yes, surely. 

Mr. Frevincuvuysen. I had stated that Mr. Byrne, port authority 
commissioner, instructed Mr. Gabbe. That is not correct. It was 
Lehight Warehouse & Transportation Co. who instructed Mr. Gabbe 
to place this insurance, and I would like to correct that for the record. 

Mr Maerz. As agent for the port authority; is that correct? 

Mr. Frevincuuysen. No; he was the agent for Lehigh. 

Mr. Mauerz. Was Lehigh the agent for the port authori ity ? 

Mr. Frevincuvysen. In the legal sense. I thought you meant in- 
surance agent. 

Mr. Maerz. No; I meant in a legal sense. 

Mr. Frevincuuysen. Yes, ina legal sense. 

Mr. Marerz. Mr. Chairman, I would offer for the record two docu- 
ments the sources being “Who's Who in Commerce and Industry,” 
Fifth International Edition; Poor's Register of Directors and Execu- 
tives, 1947. These identify the R. A. Corroon Co.— 

Mr. Hourzman. Is that the company that was Corroon & Reynolds 
at one time ¢ 

Mr. Maerz. Yes, sir. 

Stephen C. Griffith, Jr.; Robert L. Stevens, Louis Tofte, and 
Laurence Purvis Tremaine. 

Would you like me to read these, Mr. Chairman ¢ 

The CHarrMAN. Yes. 

Mr. Maerz. Corroon, Richard Aloysius, insur: ance ¢ hairman; born 
Brooklyn, N.Y., February 18, 1882; started with S. A. Coykendall, 
Inc. brokers, 1898; organized firm of R. A. Corroon & Co., 1905; 
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elected president American Equitable Assurance Co. of New York, 
1918, and of the New York Fire Insurance Co., 1925; chairman of the 
board and director Merchants & Manufacturers Insurance Co. of New 
York, Central Fire Agency, Inc., R. A. Corroon & Co., Inc., president 
and director Globe & Republic Insurance Co. of America; Corroon 
Reynolds, Inc., Corroon & Reynolds Corp. Home: Massapequa, Long 
Island, N.Y. Office: 92 William Street, New York, N.Y. 

I would also point out at this juncture, Mr. Chairman, that com- 
missioner—as of this period—Commissioner Joseph M. Byrne, Jr,, 
of the Port of New York Authority, was a director of the American 
Equitable Assurance Co., of which Mr. Corroon is listed as having 
been president. 

Griffith, Stephen Carton, Jr. (born 1880, Morris Plains, N.L.-F & 
AM-Shrine; KT; BPOE), Park Square Building, Morristown, NJ, 
Residence, 19 Wetmore Avenue, Morristown. 

Morristown Trust Co., director. 

Morristown Packard Co., treasurer and director. 

Morristown Building & Loan Association, director. 

Morris County Board Freeholders, director. 

Glen Road Realty Co., president. 

Stephen C. Griffith, Jr., Inc., president. 

Stevens, Robert L. (born 1907, New York City). Residence, 
Water Mill, Long Island, N.Y. 

Hoboken Ferry Co., director. 

Winifred Masterson Burke Relief Foundation, White Plains, N.Y. 

Tofte, Louis (born 1891, New York City). Director, Johnson & 
Higgins, 63 Wall Street, New York City; residence, 511 Cedar Ter- 
race, Westfield, N..J. 

Johnson & Higgins S. A. (Cuba), vice president and director. 

Cuban Chamber of Commerce in U.S.A., director. 

Insurance Federation of New York, Inc., director. 

Tremaine, Laurence Purves (born 1883, Halifax, Nova Scotia, 
Canada), vice president and director, Pacific Fire Insurance Co., Platt 
& Gold Streets, New York City 8: residence, Sparta, N.J. 

Bankers & Shippers Insurance Co., vice president and director. 

Jersey Insurance Co. of New York. vice president and director. 

I would offer these for the record at this point, Mr. Chairman. 

The CuHarrMan. Accepted. 

(The documents referred to appear at p. 1433.) 

Mr. Materz. I would also offer for the reeord—but first let me get 
Mr. Frelinghuysen to identify this memorandum of May 9, 1952: a 
special report that he prepared for Messrs. Heath, Me Neill. Keane, 
Schmidt, Lawrance, and Matzkow, together with attached documents. 

Mr. Maerz. Can you tell us about that, Mr. Frelinghuysen. 

Mr. FrevLINGHUYSEN. Well, as I recall these memorandums, we were 
requested by the port authority to list amounts of insurance in each 
category which were placed with insurance companies of which any 
port authority commissioner was a director, and we proceeded to do 
this, and made a list and presented it, with various summaries and 
details. 

I notice that the percentages are small, and in most cases, I think 
in all cases, we are talking about capacity lines where these companies 
would normally participate in any case. 
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Mr. Macerz. All right, sir. 

I would offer the documents for the record, Mr. Chairman. 

The CuatrMan. Accepted. 

(The documents referred to appear at pp. 1434-1447.) 

Mr. Macerz. I have no further questions of Mr. Frelinghuysen. 

The Cuairman. Mr. Frelinghuysen, the committee is very grate- 
ful for the candor and the forthrightness of your testimony here 
this morning. 

Mr. Wotr. Mr. Chairman, are we to have an opportunity to cor- 
rect the inaccuracies and distortions in this schedule that was issued 
tothe press yesterday ¢ 

The CuatrMan. You will have that opportunity. 

Mr. Wor. I thought I had a commitment from Mr. Maletz—— 

The CHairman. We took you out of order this morning. You were 
given an opportunity. And you will be given an additional op- 
portunity. 

But you will have to wait our convenience, and the orderly processes 
of the conduct of this hearing. 

Mr. Tobin, you desire to make a statement / 

Photographers, no picture taking while the committee is in ses- 
sion. I am afraid you will have to abide by that. That is the rule 
laid down by the Speaker of the House. I cannot abridge those 
rules. 

DECEMBER 20, 1960. 
MortTiMerR B. Wo tr, Esq., 
New York, N.Y 

Dear Mr. Worr: This will acknowledge receipt of your letter of December 
16, addressed to Mr. Herbert N. Maletz, enclosing your affidavit dated December 
15, 1960, for filing in the record of the hearings on the investigation by Subcom- 
mittee No. 5 of the House Committee on the Judiciary into the activities and 
operations of the Port of New York Authority. 

Your affidavit will be filed as requested 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


(The documment referred to at p. 1168 follows :) 
New York, N.Y., December 16, 1960. 
Re J. S. Frelinghuysen Corp 
HERBERT N. MALETZ, Esq., 
Counsel for Subcommittee No. 5, Judiciary Committee of the House of Represent- 
atives, House Office Building, Washington, D.C. 

Dear Mr. MALetz: Enclosed please find original of affidavit which I desire 
to file pursuant to the permission given by Chairman Celler at pages 935, 
936 of the transcript. 

Will you please inform me that this affidavit has been filed. 


Very truly yours, 
MortiMer B. WOLF. 


68911 O—41—pt. 2 4 
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STATE OF NEW YORK ) 
> B52 


City on November 28 to December 2, 


| 


COUNTY OF NEW YORK ) 





MORTIMER B. WOLF, being duly sworn, deposes and says: 


I appeared as the attorney for J. 


Corporation at the hearings held by Subcommittee No, 


Judiciary Committee of the House of Representatives in New York 


1960, 


S. 


Frelinghuysen 


inclusive. 


At 


5 of the 


pages 


935-936 of the Transcript, the Chairman of the Subcommittee gave 


me permission to file an affidavit for the record with respect to 


the printed Exhibit prepared by Myron Rand of the General Account- 


ing Office and entitled 


ayOTT 
NEW 


YORK AUTHORITY 


CORP. 


OFFICERS AND EMPLOYEES 


‘ENTERTAINMENT AND GIFTS 


(1959 and part of 1960)’. 


BY J. 


5. 


PROVIDED PORT OF | 


FRELINGHUYSEN 


At the close of the hearing on November 30th, 1960, 


at the suggestion of ti 
detailed item-by-item comparison between the entries on the afore- 


said printed Exhibit and the data said to support such entries. 


This data consisted of 


ie Chairman, 


I met with 


the vouchers, bills and 


which had been supplied to tne Subcommittee by 


Corporation. 


There are 


lative to officers and 


Of these, there are /7¢ 


Exhibit relating to J. 


viewed in detail at pa 


ges 


154 items altogether on 
employees of 


items which do not ar 


J. Doyle and J. P 


877 t )7 of the 


Mr. 


J. 


Rand 


S. 


and made a 


expense accounts 


the Exhibit re- 


pear o 


n 


t 


Olsen, which 


Transcript. 


Frelinghuysen 


e previous 


was re- 





the Port Authority generally. 
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items are reviewed herein. As to these 76 items, the line-by-lin 


comparison in which Mr. Rand and [collaborated on November 30, 


1960, yielded 


As to 


| columns. 


Item l, 
Page l: 
Authority personnel - $17.75’. 


12 
55 
6 
3 


comment and the Doyle-Olsen Exhibit; accordingly, they are not 
reviewed herein. In the listing which follows, the material in 
| double space constitutes the Item as it appears on Mr. Rand's 
Exhibit, omitting, however, the third column and the last two 
The single space material is from the supporting bill, 


or expense account and my comments thereon. 


‘10/30/58 - Old Homestead Restaurant ... Luncheon - Port 


the following results: 


items were correct or correct with minor inaccuracigs. 

items were wrong. 

items were incomplete and misleading. 

items neither Mr. Rand nor myself could find any 
voucher or expense account in substantiation. 


A line-by-line comparison of the items on the Exhibi 
and their supporting materials are contained below. The Item and 
page reference is to the Exhibit under review. The item numbers 


| omitted represent items which appear in both the Exhibit under 





This Item was supported by a Diners Club slip marked 
simply ‘a/c PA’. No Port Authority personnel were 
mentioned as being present. During his review of th 
Frelinghuysen records, Mr. Rand was informed that th 
symbol ‘a/c PA’ was simply a notation that the cost 
of the luncheon should be charged to the Port Author- 
ity account for tax and cost accounting purposes, 

and that the said symbols did not indicate in any 

way the presence of Port Authority personnel. M 

Rand was further informed that, under Frelinghuysen 
office practice, in those instances where Port 
Authority personnel were present, such personnel 
were specifically named in the expense account or by 
notation on the bill or voufher. 
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Item 6, 
Page 1: 


m7, 
Page 1: 


Item 8, 
Page 1: 


Item 9, 
Page 1: 
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12/17/58 - The Round Table ... Luncheon - Port 


les 


Authority personnel - $22.30". 


The underlying entry on the expense account of J, §, 
Rosen, a Frelinghuysen employee, reads: ‘'Entertain- 
ment - Dr. MacDougall, Lt. Comdr. Ebersole, PA busi- 
ness - (charged Diners' Club) - $22.30'. Neither of 
the gentlemen named was employed at any time by the 
Port Authority; both were outside consultants advis- 
ing the Frelinghuysen Corporation on radiation 
problems relating to the Port Authority account. Th 
phrase ‘Port Authority personnel" on the Exhibit is 
a gratuitous invention. 


'12/17/58 - The Round Table ... Dinner - Port Authority 


personnel - $20.11". 





The restaurant bill has no marking. The entry on 








Mr. Rosen's expense account reads: ‘Dinner - Dr. 
MacDougall, Lt. Comdr. Ebersole - PA business re 
Radiation Survey for PA - $20.11''. The same observa 
tions given concerning the previous Item are pertin- 
ent here. 

"12/17/58 - Carlton House, Ritz Room .. . Luncheon - 


Port Authority personnel - $42.07". 


This Item was correctly transcribed by Mr. Rand, 
except that he omitted to show that onemnn-Port 
Authority person was present, 


‘12/18/58 - Old Homestead Restaurant ... Luncheon - 


L. S. Friedman - $25.30’. 


This Item is misleading because incomplete. The de- 
tailed entry on the expense account of Mr. Hand 

shows that Mr. Friedman and one other Port Authority 
employee, two employees of the Factory Insurance As- 
sociation and one Frelinghuysen employee were presen 
at this business luncheon; the expenditure of $25.30 


was for a group of five rather than for Mr. Friedman 
alone. 
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Item 13, ‘1/14/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 


Page lL: 
count) ... Luncheon and taxi - Port Authority personnel 


$15.80". 


The entry on Mr. Frelinghuysen's expense account 
basing this item reads: Port Authority Bridge & 
Tunnel Meeting - Lunches & Taxis - $15.80''. No Port 
Authority personnel were mentioned as being present. 
The phrase ‘Port Authority personnel'’ on the Exhibit 
is a gratuitous invention. 


Item 14, ‘1/16/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 





Page 1 
count) ... Luncheon and taxi - C. M. Wahlberg - $15.20". 
This Item is correct. 
Item 23, 2/24/59 - Old Homestead Restaurant ... Luncheon - Port 
Page 1: 
Authority personnel - $10.80 
i The Diners’ Club slip is marked: ''A/C Port Authority 


Lunches. No Port Authority personnel are mentioned 
as being present. The same gratuitous invention ap- 
pears here. 


| 
| Item 25, ‘2/29/59 (should be 2/19/59) - (Joseph S. Frelinghuysen, 
| 
| 
| 
| 





| Page 1: 
Jr., expense account) ... Luncheon - Port Authority per- 
sonnel - $12.25". 
| 
| | 
The expense account entry reads: ‘Port Authority 
I ' 
Meeting - Lunches at Sakeles - $12.25'. No Port 
Authority personnel were mentioned as being present. 
The same gratuitous invention appears here. 
| Item 26, "3/5/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 
| 
| Page 1: 


count) ... Luncheon and taxi - Port Authority personnel 


$16.20 
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The expense account entry reads: 





re 'Pafia' - Lunches & Taxis - $16.20. No Port 
Authority personnel were mentioned as being present, 
The same gratuitous invention appears here, 
Item 2/7, 3/10/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 
age l 
count) ... Luncheon and taxi - Port Authority personnel } 
$19.00 | 
The expense account entry reads: Port Authority 
Pafia Meeting with Messrs. Lawrance & McNeill - 
Luncnes & taxis - $19.00. The two men named as 
1aving lunched with Mr. Frelinghuysen were and are 
vice-presidents of J. S. Frelinghuysen Corporation, 
This fact must have been well known to Mr. Rand 
since ne reviewed the expense accounts of Messrs. 
Lawrance and McNeill and numerous memoranda and let-| 
ters to and from eac! f them, No Port Authority | 
personnel are mentioned as being present. The con- | 
version of Messrs. Lawrance and McNeill into Port 
Autnority personnel is a distortion. 
Item 28, 3/11, (s ul e 3 3/59) - (Josey S. Freling 1uysen,| 
Page lL: 
Jr., expense account) ... Luncheon and taxi - Port 
Authority personnel - $17. ‘ | 


" 


1e expense account 
Autoority re 


917.50. No Port A 


as eing present. 
sonnel’ on tune Exhi 
29, 3/11/59 - Carlton Hous 


Item 
Page 1: 


Authority personnel - 


7 


Carlton House 


ioe 
Port Authority 


present. The 


pers 
same 


Sprinkler 


[he phr 


bill 
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Luncnveon meeting 





entry reads: Meetings 
ies & 
are mentioned 
Autnority per- 


invention, 


at Port 
Lune taxis - 


uthority personnel 


Spacing 


ase Port 


e,lounge ... Luncheon - Port 


is simply marked: PA. Ne 
onnel are mentioned 
rratuitous 


> 


as 


being 
appears 


invention lere. 








we 











Page lL: 
Item 32 
Page 1: 
Item 33 
Page 1 


Item 30, 
Page 1: 


Item 31, 
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3/16/59 - (Joseph S, Frelinghuysen, Jr., expense ac- 


¢ 


count) ... Luncneon - Port Authority personnel - $16.50" 


T 


The expense account entry reads: ‘Meeting at Port 
Autaority re Sprinkler Spacing - Lunches & taxis - 
$16.50 '. No Port Authority personnel are mentioned 
as being present. The same gratuitous invention ap- 
pears here. 


3/17/59 - Michael Sakele, Inc., Restaurant ... Lunchec 


Port Authority personnel - $12.00'. 


The item on Mr. Frelinghuysen's (not Rosen's) expens 
account covering the lunch at Sakele'g on this date 
reads: H. T. Schmidt re Port Authority bridges and 
tunnels - Luncheon at Sakeles - $12.00'. No Port 
Authority personnel are mentioned as being present. 
The name of Mr. Harold T. Schmidt, a Frelinghuysen 
officer, was well known to Mr. Rand, who reviewed Mr. 
Schmidt's expense accounts in extenso as well as 
numerous letters and memoranda to and from Mr. 
Schmidt. The conversion of Mr. Schmidt into Port 
Autnority personnel is a distortion. 


‘3/17/59 - Black Angus Restaurant ... Dinner, cab, and 


ips - Port Authority personnel - $7.50". 


At the item-by-item review on the night of November 
30th, 1960, Mr. Rand could find no voucher, bill or 
expense account entry to support this Item. Since 
that review, I have found an expense account of J.S. 
Rosen for March 17, 1959, reading Dinner at Black 
Angus - Bill not in as yet - Bridge & Tunnel Conf. - 
57.50 '. No Port Authority personnel are mentioned 
as being present. The phrase Port Autoority per- 
sonnel’ on the Exhibit is a gratuitous invention. 


3/17/59 - Black Angus Restaurant ... Luncheon - Port 
/ 


Authority personnel - $8.89''. 
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The restaurant bill is simply marked ''P.A, No Port 
Authority personnel are mentioned as being present, ! 
The phrase ‘Port Authority personnel’ on the Exhibit 
is a gratuitous invention. | 


Item 34, ‘'3/19/59 - (Joseph S. Frelingnuysen, Jr., expense ac- 
Page 1: 
count) ... Luncheon and taxis - Port Authority 


personnel - $13.50’. 





I The expense account entry reads: Port Authority | 
Staff Meeting - Lunches & taxis - $13.50". Mr. Rand 
i| was specifically informed that an entry of this kind 
i did not mean tiat Port Authority personnel were 
present. No Port Authority personnel are mentioned 
| as being present. The same gratuitous invention ap- 
pears here. 











Item 36, 3/19/59 = Steak Joint, Inc. ... Luncheon - Port 
Page 1 
Authority personnel - $10.16". 
1is Item is correct in that two Port Authority 
employees are named on the voucher. 
Item 37, 3/23/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 
e l 
count) ... Luncheon - Port Authority personnel - $17.50} 
The entry on Mr. Frelinghuysen's expense account 
reads: Port Authority Meeting on Pafia - Lunches & 
taxis - $17.50''. No Port Authority personnel are 
mentioned as being present. The same gratuitous in-| 
vention appears here. 
| 
Item 39, 4/9/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 
——“_. 
€ Ls 


count) ... Luncheon - Port Autiority personnel - $18.20'], 


The entry on Mr. Frelinghuysen's expense account 
reads: Port Authority Staff Mtg - Lunches - $18.20'), 


No Port Authority personnel are mentioned as being 


present. The same gratuitous invention appears here. 
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| Item 57, ‘(5/21/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 
- Page 2: 
count) ... Luneneons and taxis - Port Authority per- 
sonnel - $18.60". 
The entry on Mr. Frelinghuysen's expense account 
| reads: Port Authority Staff Mtg - Lunches & taxis 
$18.60°. No Port Authority personnel are mentioned 
| as being present. The same gratuitous invention 
| appears here. 
| 
| Item 58, 5/25/59 = (George B. McNeill, expense account) ... 
| Page 2: 
London trip - all for Port Authority - Port Authority 
| personnel - $534.19". 





I The allocation of the whole of Mr. McNeill's expense 
account for his London trip in the latter part of 
May and the early part of June, 1959, to ‘Port 
Authority personnel' is incomprehensible. Included 
on the expense account are items such as Suits 
pressed ... $2.80’. The names listed as the guests 
of Mr. McNeill at cocktails and dinners in London 
are not the names of Port Authority personnel. No 
names are given for other expenditures in London. 
The expense account also includes the Jet surcharge 
for Mr. McNeill's trip home, train tickets, taxis 
i to the airport and tips at the airport and his Londo 
hotel bill of $173. There is not one whit of 
justification for regarding Port Authority personne 
as the beneficiaries of these expenditures. 


| Item 64, '6/17/59 - (J. S. Rosen, expense account) ... Breakfast 
| Page 2: 

and refreshments - L. S. Friedman and J. DeMarinis - 

| 
| 


} $20.70". 


The supporting item in Mr. Rosen's expense account 


reads as follows: ‘Train to Phil. Breakfast, 
Friedman, DeMarinis & Prinz. Tolls, Car Parking, 
. Phone, Refresiments - $20.70. It is apparent from 


this entry that two Frelinghuysen employees and two 
Port Authority employees took a business trip to 

I Philadelphia on Port Authority business. The method 
of statement on the Exhibit is misleading. 
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Item 66, ‘6/24/59 - Carey Cadillac Renting Co. ... Rental of Carl. 
Page 2: 
Port Authority personnel - $54.35’. 


The transcript of the Carey Cadillac bill, which wags 
supplied to the Subcommittee, is marked: Voucher 
80,997, Toll & Expenses, $50.75, $3.60. A/C Port 
Authority’. No Port Authority personnel were men- 
tioned as being present. I am informed by Mr. 
Frelinghuysen that he hired this car to return to 
his home in New Jersey after a night meeting con- 
cerning Port Authority insurance questions. He was 
alone in the car. The auditor made no inquiry as to 
the details. Instead he used the gratuitous inven- 
tion ‘Port Agthority personnel” on tie Exhibit. 





Item 69, ‘7/9/59 =- Old Homestead Restaurant ... Luncheon - Port 
Page 2: 
| Authority personnel - $8.00" 
| 





The Diners’ Club slip is marked: ‘A/c PA Staff 
Mtg - $8.00". No Port Authority personnel are men- 
tioned as being present. The phrase Port Authority| 
personnel” on the Exhibit is a gratuitous invention. | 
Item 70, ‘7/15/59 - (J. S. Rosen, expense account) ... Luncheon 4 
Page 2: 

Port Authority personnel - $8.75". 





The entry in Mr. Rosen's expense account reads: 

"Lunch, Subway, Klaiber NA - Port Authority - $8. 75") 
The Exhibit eliminates the identification of Mr. 
Klaiber as an employee of the Insurance Company of 
North America and makes the same gratuitous inventiog 
as to ‘Port Authority persornel’. 


Item 72, "7/30/59 - (Joseph S. Frelinghuysen, Jr., expense ac- 
Page 2: 
count) ... Taxis - C. M. Wahlberg - $2.40" 


i At the item-by-item review on November 30, 1960, Mr. 
Rand could produce no item to support this entry. 
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Item 75, ‘8/13/59 - Michael Sakele, Inc., Restaurant ... 


—_—_ 


Page 2: 
Luncheon - Port Authority personnel - $7.88'. 


The restaurant bill is marked: ‘PA Staff Mtg - 
$7.88'. No Port Authority personnel are mentioned 
as being present. The phrase ‘Port Authority per- 
sonnel"’ on the Exhibit is a gratuitous invention. 


Item 76, ‘''8/23/59 (should be 8/25/59) - New York University 


—_— 


Page 2: 
Club ... Luncheon - J. DeMarinis - $6.45". 


This Item is a correct transcription except for 
the date. 


tem 78, ''8/26/59 - Old Homestead Restaurant ... Luncheon - Port 


I 
Page 2: 
Authority personnel - $8.50". 


The Diners’ Club slip is marked: ‘Phila. Airport". 
No Port Authority personnel are mentioned as being 
present. The phrase Port Authority personnel” on 
the Exhibit is a gratuitous invention. I am informe 
that during his examination of the Frelinghuysen 
records, Mr. Rand stated to Miss Margaret Michel, 
Secretary of J. S. Frelinghuysen Corporation, that 
because of the geographic proximity of the Old 
Homestead Restaurant to the Port Authority offices, 
he would assume’ that any meal at that restaurant 
related to Port Authority business. 


Item 79, (‘9/1/59 - Michael Sakele, Inc., Restaurant ... Luncheon 


Page 2: 
Port Authority personnel - $17.99". 


The restaurant bill is marked: Off. re PA - $17.99" 
Mr. Rand was informed, during the course of his ex- 
amination of the Frelinghuysen records, that the 

word 'Office' referred exclusively to Frelinghuysen 
personnel. No Port Authority personnel are mentioned 
as being present. The phrase ' Port Authority per- 
sonnel’ on the Exhibit is a gratuitous invention, 
contrary to the information given to Mr. Rand. 
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Item 80, ‘9/3/59 - Michael Sakele, Inc., Restaurant ... Luncheon 
Page 2: 
Port Authority personnel - $11.41". 


The restaurant bill is marked: ‘Office re PA - 
$11.41"". The comments stated above with respect to 
Item 79 are also fully applicable here. 


Item 84, ‘9/10/59 - Michael Sakele, Inc., Restaurant ... Luncheo 
Page 2: 


Port Authority personnel - $8.82". 


The restaurant bill is marked: ‘PA Staff Mtg - 
$8.82". No Port Authority personnel are mentioned 
as being present. Mr. Rand was informed that the 
term ''staff'' referred to Frelinghuysen personnel. 
The phrase ‘Port Authority personnel’ in the Exhibit 
is a gratuitous invention, contrary to the informa- 
tion given to Mr. Rand. 


Item 87, '9/11/59 - (Stuart C. Hand, expense account) 
Page 2: a 
Luncheon - F. Hibbard - $11.56". 





The supporting entry in Mr. Hand's expense account 

reads as follows: ‘Lunch - F. Hibbard & SCH - PNYA 
$11.56 (charged Diners’ Club)''. Mr. Hibbard is not 
an officer or employee of the Port Authority but is 

an employee of Factory Insurance Association. The | 
initials ''SCH'’ stand for Stuart C. Hand, the 
Frelinghuysen employee on whose expense account the 

item appears. No Port Authority personnel are men- 
tioned as being present. Mr. Rand made no inquiry | 
as to who Mr. Hibbard was but placed his name in the) 
Port Authority personnel column of the Exhibit with-) 
out any basis whatever. 


Beene 











Item 88, ‘9/18/59 - Carlton House, Ritz Room ... Luncheon - 
Page 2: 
T. Sullivan and others - $54.62". 


The reference to "and others'"’ in the Port Authority | 
personnel column constitutes an unjustified and er- 
roneous assumption. A number of guests from various 
clients of the Frelinghuysen office were entertained 
at this luncheon for the purpose of considering the 


| 
| 
| 
| 











yn 
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Item 94, 
sll. Page 3: 
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Page 3: 
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merits of a new aerial device. The supporting 
voucher simply comments that Mr. Sullivan of the Por 
Authority was one of the guests. The aggumption 
that some or all of the other guests were likewise 
Port Authority personnel and the charging of the en- 
tire sum to the Port Authority are gratuitous in- 
ventions. 


"10/5/59 - Michael Sakele, Inc., Restaurant .. 


Luncheon - Port Authority personnel - $12.73". 


The transcript of the restaurant bill is marked: 
"Office Lunch a/c PA - $12.73". No Port Authority 
personnel are mentioned as being present. As stated 
above, the gratuitous invention that ‘Port Authority 
personnel’’ were present, was an assumption that 
contravened the information expressly given to Mr. 
Rand. 


"10/13/59 - Michael Sakele, Inc., Restaurant ... 


Luncheon - Port Authority personnel - $3.85". 


The transcript of the restaurant bill is marked: 
"a/c PA $3.85". No Port Authority personnel are 
mentioned as being present. The phrase ‘Port 


Authority personnel’ in the Exhibit is a gratuitous 
invention. 


"10/15/59 - (Stuart C. Hand, expense account) ... 


Luncheon - Port Authority personnel - $17.33". 
This Item is correct. Two Frelinghuysen employees 


and two Port Authority employees had a business 
lunch, the charge being for four people. 


"10/21/59 - Pen and Pencil Restaurant ... Dinner - Port 


Authority personnel - $37.85". 


The supporting expense account entry reads: 
"Supper, Cab, Late Meeting H. Schmidt, G. McNeill. 
- $37.85". 


Dinner Pen & Pencil - P.A. Bus Ter. 


The 
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names of all three Frelinghuysen employees involved 
Messrs. McNeill, Rosen and Schmidt - are well know 
to Mr. Rand. The voucher clearly recites that the 
three Frelinghuysen people had attended a late meet 
ing and had charged their dinner to the Port 
Authority account. No Port Authority personnel are 
mentioned as being present. The phrase ‘Port 
Authority personnel” in the Exhibit is a gratuitous 
invention. 


Item 100, ‘10/23/59 - Michael Sakele, Inc., Restaurant ... | 
Page 3: 
Entertainment - Port Authority personnel - $12.78", 


The transcript of Mr. McNeill's expense account 
reads: ‘‘Sakele - Diners Club - Port Authority - 
$12.78'. No Port Authority personnel are mentioned 
as being present. The same gratuitcus invention 
appears here. 





Item 101, ‘10/27/59 - (J. S. Rosen, expense account) ... Drink, 
Page 3: 
Cab and tips - Port Authority personnel - $5.75 


The supporting item on Mr. Rosen's expense account 
reads: ‘Tips, Drinks, Cab - Brokers Assoc Dinner - | 
PA - $5.75'. Mr. Rosen went to a dinner which he 
regarded as relevant to the Port Authority account, 
The expenses are for him alone. No Port Authority 
personnel are mentioned as being present. The same 
gratuitous invention appears here. 


| Item 102, '10/28/59 - (H. Schmidt, expense account) ... Luncheon} 
Page 3: 
C. Siebert - $7.46". 


The supporting item on Mr. Schmidt's expense account 


reads: ‘Lunch with C, Siebert, F.F. P.A. - $7.46". | 
This is another instance where an insurance company 
employee is entered on the Exhibit as a Port Author- 


ity employee. On the expense account Ir. Siebert is 
identified as an employee of Firemen's Fund. Mr. , 
Rand never inquired what 'F.F.' meant and attributed 
Port Authority employment to Mr. Siebert without any| 
basis whatever. 

















PON |- 








Item 103, 
Page 3: 


Item 104, 
Page 3: 


| Item 106, 
Page 3: 





Item 107, 
Page 3: 
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"11/23/59 - (George B. McNeill, expense account) ... 


Supper - Port Authority personnel - $24.57". 


The full entry on the expense account of Mr. Heath 
(not McNeill) reads as follows: ‘'Supper - Dedicatio 
of new Eastern Airlines Terminal, accompanied by 

Port Authority executives, Eastern Airlines executives 
and other invited guests - $24.57". The method of 
statement in the Exhibit is misleading since it 
implies that the entire amount recorded was spent on 
Port Authority personnel. 


'12/2/59 - James M. Victore, Insurance & Estate 
Appraisers ... Examining, appraising, and cataloging 
of fine arts and household effects, the property of 
Mr. and Mrs. Sidney Goldstein, 1172 Park Ave., New 
York, N. Y., $5 per $1,000 of appraised value = Mr. 
and Mrs. Sidney Goldstein - $150.00". 

This Item was discussed in detail at the hearing. 

It will be noted that it was not charged on the 

Frelinghuysen books in any way as entertainment. Th 

Item clearly does not belong on the schedule at all. 
‘12/3/59 - Michael Sakele, Inc., Restaurant ... 
Luncheon - Port Authority personnel - $14.01". 

The transcript of the restaurant bill reads: 

‘Business Lunch a/c PA - $14.01’. No Port Authority 

personnel are mentioned as being present. The 

phrase ‘Port Authority personnel" on the Exhibit is 

a gratuitous invention. 


'12/3/59 (should be 12/3/58) - (Stuart C. Hand, ex- 


pense account) ... Luncheon - T. McGowan - $10.00". 


This Item is correct, except that three persons 
were present for lunch. 





a a 
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" . 
Item 109, 12/9/59 - (J. S. Rosen, expense account) ... Hotel, 
Page 3: 
breakfast, and cabs - Port Awthority personnel - 
$19.80". 
The supporting item on Mr. Rosen's expense account 
reads: ‘Hotel, Breakfast, Cabs, Assoc. Cas. & 
Surety Dinner - P.A, $19.80". This item describes 
the fact that Mr. Rosen attended a dinner which he 
deemed relevant to the Port Authority account and 
stayed over at a New York hotel to do so. No Port 
Authority personnel are mentioned as being present, 
The phrase "Port Authority personnel’ on the Exhibit 
is a gratuitous invention. 
Item 110, ‘12/10/59 - Michael Sakele, Inc., Restaurant 
Page 3: 
Luncheon - Port Authority personnel - $12.0 
The transcript of the restaurant bill reac 
"Business Lunch a/c PA-Staff - $12.00°. No Port 
Authority personnel are mentioned as being present, 
The same gratuitcus invention appears here. 
Item 111, 12/21/59 - Michael Sakele, Inc., hestaurant 
Page 3: 
Luncineon - Port Authority personnel - $12.52 
The transcript of the restaurant bill reads: Bus, 
Lunch P/A - Sec. Mut. Quote-$12.52". No Port 
Authority personnel are mentioned as being present, 
The same gratuitous invention appears here. 
Item 114, 12/28/59 - Michael Sakele, Inc., Restaurant 
Page 3: 
Luncheon - Port Authority personnel - $12.67 
The transcript of the restaurant bill reads: a/c 
Bus Terml - PA - $12.67". No Port Authority per- 
sonnel are mentioned as being present. The same 


gratuitous invention appears here. 
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Item 115, "12/29/59 - (Stuart C. Hand, expense account) ... 
Luncheon - H. Offerman - $6.78". 
This Item is correct except that there were two 


Frelinghuysen employees and one Port Authority 
employee, Mr. Offerman, at the luncheon, 


Item 117, ‘1/8/60 - (Stuart C. Hand, expense account) ... 
Page 3: 
Luncheon - F. Hibbard - $3.96". 
The supporting item on Mr. Hand's expense account 
reads: ‘Lunch-F, Hibbard & Self - PNYA - $3.96’. 
As stated above, Mr. Hibbard was and is an F.I.A. 
employee. Mr. Rand did not bother to inquire who 
Mr. Hibbard was but identified him on the Exhibit as 
a fictitious Port Authority employee. 
Item 118, "1/8/60 - (H. Schmidt, expense account) ... Luncheon - 
Page 3: ; 
J. Schmidt - $9.60". 
The entry on Mr. H. Schmidt's expense account reads: 
‘Lunch with J. Schmidt - Port Authority - $9.60". 
| Mr. J. Schmidt is an employee of National Hartford 
Fire Insurance Company, not a Port Authority 
employee. Mr. Rand never inquired who Mr. Schmidt 
was but entered him on the Exhibit as a fictitious 
| Port Authority employee. 
Item 119, 1/13/60 - (J. S. Rosen, expense account) ... Luncheon |- 
| Page 3 
J. DeMarinis and T. McGowan - $13.93". 
i 
| This entry is correct. The lunch was for three 
i persons. 
Item 120, ‘1/15/60 - (H. Schmidt, expense account) ... Luncheon 
| Page 3: 
| F. Richardson - $9.45 








68911 O— 61—pt. 2 5 
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son is an employee of Talbot, Bird & Co., under- 
writers. Mr. Rand, without troubling to inquire, 
converted him into a fictitious Port Authority 
employee. 





Item 121, ‘1/20/60 - (Stuart C. Hand, expense account) ., 


Page 3: || 
Luncheon - Roy Peterson - $4.52. 
| 


wos les 





This Item is correct. The luncheon was for two | | 
persons. 


Item 125, ‘1/29/60 - J. S. Rosen ... Luncheon - L. Webb, 
Page 3: 
J. DeMarinis and others - $34.35". 


This Item is incomplete and misleading. The de- 
tailed entry on Mr. Rosen's expense account shows 
that six Port Authority employees, four employees of 
Security Mutual Insurance Company, and one Freling- 
huysen employee participated in this business lunch, 
making a group of eleven in all. 


Item 126, ‘2/5/60 - (Stuart C. Hand, expense account) 
| Page 3: 


The supporting entry reads: ‘'Lunch with F, 
Richardson - Port Authority - $9.45'. Mr. Richard 


Luncheon - Port Authority personnel - $13.37 


| 

| The supporting entry on Mr. Hand's expense account 

reads: "Lunch for RAK, RLA & self - PNYA - $13.37",| | 

| All these initials stand for Frelinghuysen people - 

"RAK is Robert A. Kammerer; ‘RLA’' is Raymond L. 
Archer, Mr. Rand was familiar with, or should have 
been familiar with, both names since he studied the 
expense accounts of both of these individuals, as 
well as memoranda and letters to or from them or re 
ferring to them. Mr. Rand did not inquire whom the| | 
initials stood for but inaccurately reflected on his 
Exhibit that "Port Authority personnel’ were the 
beneficiaries of the lunch. | 


Item 127, 2/5/60 - (H. Schmidt, expense account) ... Luncheons) | 
Page 3: 


Port Authority personnel - $8.8". 
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The supporting item on Mr. Schmidt's expense account 
reads: ‘Lunch with Nothelfer, Pearl Ins. Co. - PA - 
$8.88'. The fact that Mr. Nothelfer is identified 
as an employee of the Pearl Insurance Company was 
ignored by Mr. Rand. Instead, he regarded the lunch 
as being for ''Port Authority personnel’. No Port 
Authority personnel are mentioned as being present. 
The phrase ‘'Port Authority personnel’ in the Exhibit 
is a gratuitous invention. 





| ttem 130, (‘2/15/60 - (Stuart C. Hand, expense account) ... 


N Page 3 
| Luncheon - Roy Peterson and T. McGowan - $9.75". 





| \ 
| | 


| | This Item is correct. The luncheon was for three 
persons. 


| I} Item 131, ‘2/19/60 - (H. Schmidt, expense account) ... Luncheon 


| Page 3: . 
J. Schmidt and N. Hart - $8.60 . 


s of 

ng | The supporting expense account entry reads: ‘Lunch 

nch, | | with J. Schmidt, Natl. Hart. - PA - $8.60". The 
amazing transcription ignores the identification of 
Mr. J. Schmidt as an employee of National Fire In- 
surance Company of Hartford and reflects "J. Schmidt 
and N. Hart" as Port Authority employees. This dis- 
tortion and misrepresentation of this entry, whether 
careless or otherwise, speaks for itself. 


nt Item 132, ‘3/8/60 (should be 3/9/60) - (Stuart C. Hand, expense 


. i 
7", | | Page 3: 
BS | account) ... Luncheon - E. S. Melley - $10.38". 
ive 
the |? The supporting expense account entry reads: ‘Lunch 
5 E. S. Melley & self PNYA - $10.38'. Mr. Melley is 
rer; | an employee of Factory Insurance Asscciation. Mr. 
she | Rand converted him into a Port Authority employee 
his|| | without inquiry of any kind. 


litem 133, "3/10/60 - Old Homestead Restaurant ... Luncheon - Por 
| Page 3: 
mel) | Authority personnel - $11.30". 
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The Diners’ Club slip is marked: "A/C PA Staff Mtg"! 
No Port Authority personnel are mentioned as bei 
present. The phrase ‘Port Authority personnel" in 
the Exhibit is a gratuitous invention. 


Item 134, 3/11/60 (should be 2/8/60) - (R. L. Archer, expense 
Page 3: 
account) ... Luncheon - E. S. Melley - $8.40". 


The entry on Mr. Archer's expense account reads: 
"Lunch - E. S. Melley - FIA - Port of New York 
Authority - $8.40". This time Mr. Melley is affir. 
atively identified as an employee of the Factory 
Insurance Association, but the result is identica] 
with that reached in Item 132; he was transferred to 
the Port Authority payroll without inquiry. 


Item 135, °'3/29/60 - New York University Club ... Luncheon - 
Page 3: 
J. DeMarinis - $15.39". 


This Item is correct. 


Item 138, ‘4/1/60 - (Stuart C. Hand, expense account) 
Page 3: 
Luncheon - E, S. Melley - $9.33". 


The expense account item reads: ‘Luncheon - E, §&, 
Melley & self - PNYA - $9.33'. As stated above, Mr, 
Melley is an F,I.A, employee. 


Item 141, ''5/3/60 - Michael Sakele, Inc., Restaurant 
Page 3: 
Luncheon - Port Authority personnel - $14.15". 


The restaurant bill is marked: "M.B. Wolf re P.A,, | 
G.D., etc.'' In this instance, Mr. Rand has convert 
me into ‘Port Authority personnel" although he knew 
very well that I was not. No Port Authority per- 
sonnel are mentioned as being present. Mr. 
Frelinghuysen and myself had a business lunch to 
discuss a number of pending problems. The phrase 
Port Authority personnel’ in the Exhibit is a 
gratuitous invention. 
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| Item 142, 
Page 3: 


| Item 143, 
Page 3: 
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"5/4/60 - (H. Schmidt, expense account) ... Luncheon - 


J. Keane and N. Hart - $7.56". 


The expense account entry reads: ‘Lunch with John 
Keane, Natl Hart. - PA’. This is the second occa- 
sion on which National Fire Insurance Company of 
Hartford was converted into a Port Authority 
employee named N. Hart. The same thing occurred 
with respect to Item 131, above. 


"5/17/60 - New York University Club ... Luncheon and 


beverages - Port Authority personnel - $12.20". 
The supporting entry reads: ‘''6/1 and 5/17 - Luncheo 
NYU Club - PA - $16.84". This sum is the basis for 
both Item 143 and Item 146, below. No Port Authorit 
personnel are mentioned as being present. The 
phrase “Port Authority personnel" in the Exhibit is 
a gratuitous invention. 

"5/24/60 - (Stuart C. Hand, expense account) ... 

Luncheon - T. McGowan and FIA and FM inspectors - 

$23.00". 


This entry is correct. The number of persons 
present is not reflected on the expense account. 


''5/26/60 - Pen and Pencil Restaurant Dinner - 


J. DeMarinis - $23.86". 


This entry is correct. 


"6/1/60 = New York University Club ... Luncheon and 


beverages - Port Authority personnel - $4.64". 
As stated under Item 143, above, the supporting entr 


for both items reads: ‘6/1 and 5/17 - Luncheon NYU 
Club - PA - $16.84", No Port Authority personnel 
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are mentioned as being present. The phrase ‘Port | 











a gratuitous invention. 


: Md 
Authority personnel” in the Exhibit is a gratuitoys 
invention. vt 
| 
{ 
| ¢l 
Item 149, ‘6/20/60 - Christie's Flowers, Inc. ... Sweetheart | 
Page 4: \ Ce 
roses - L. S. Friedman - $10.30". | | 
| P 
This Item is correct. | lo 
10 
Item 151, ‘6/28/60 - Michael Sakale, Inc., Restaurant .., | | 
Page 4: | ie 
Luncheon - Port Authority personnel - $12.10". 
| 
The transcript of the restaurant bill reads: ‘“a/e | | 
PA - Staff Luncheon - $12.10". No Port Authority | |, 
personnel are mentioned as being present. The \ 
phrase ‘Port Authority personnel” in the Exhibit ig | 1 
| \ 


Item 152, ‘''6/30/60 - (R. L. Archer, expense account) 
Page 4: 
Luncheon - E. S. Melley - $7.78". 1) | 


The supporting expense account entry reads as fol- 

lows: ‘Lunch - E. S. Melley FIA - Port of New York | 
Authority - $7.78. This is an additional instance | 
in which a person who is specifically identified as | 
an F,I.A. employee is reflected instead in the Ex- } 
hibit as a Port Authority employee. i 


One additional item should be noted? At the foot | 
of page 2 of the Exhibit, under date of September 29th, 1959, 


there appears Item 92,. reading as follows: 


"9/29/59 - Lawyers Club ... Luncheon - J. P. Olsen - | 


$18.01". | 


The bill of the Lawyers Club was clearly marked ‘Lunch, - Olson, 


N. J. Zinc, JSF Jr. & McNeill’. I am informed by Miss Margaret 





rk 
ce 
as 
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| wichel, the Secretary of J. S. Frelinghuysen Corporation, that 
yhen Mr. Rand marked this bill for photostating, she told him 

| that the reference was to Mr. Howard Olson of The New Jersey Zinc 
Company, and not to John P. Olsen, the Insurance Manager of the 

| pore Authority. Despite this information, Mr. Rand put the item 
on the Exhibit, changed the spelling of Mr. Olson's name to "J.P, 

} Olsen’, and represented the item as entertainment or a gift for 


| 
| the benefit of a Port Authority official. 


The record should be corrected in one important 


ee 


particular: At the third line from the bottom on Page 933 of the 


Transcript, I am quoted as saying that 


w 





+e. OM Our computations the amount spent for 
business lunches of all types for Port Authority 
personnel, including the dinners, the trip to Paris, 
the trip to London, and everything else, comes to 
about $200 a month ...”" 





i 
H What I said or meant to say was: 
| 





" ... om their computations’, etc. 

I was referring to the fact that on the government auditors’ own 
figures, with all their erroneous inclusions and distortions, the 
|expenditures came to $4148.71 over a 20 month period. With the er 


jrors corrected and the distortions eliminated the figure becomes 


Sworn to before me this 


15 Aue 
y of December, 1960. 
} naben 18 Kehervlr 
_ ITs 


V ‘ Now York 


| 
= 
\ 


inty 
expires Larch 30, 1961 
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AFFIDAVIT OF MYRON RAND tb 
fo 
STATE OF NEW YORK pe 
SS.: 


COUNTY OF NEW YORK 


x 


MYRON RAND, being duly sworn, deposes and says: 


I have examined the affidavit prepared by Mortimer B. Wolf, attorney P 
for the Frelinghuysen concern, in which he purports to review 76 of 154 
items dealing with entertainment and gifts provided to Port of New York 3 
Authority officers and employees by his client in 1959 and part of 1960, ¢ 
Mr. Wolf now claims that 64 of these 76 items are incorrect and infers ‘ 
that I agree with his conclusions in that respect. Any such inference f 
is false. I have now reviewed these 76 items, line for line, as shown 2 
in Mr. Wolf's affidavit, and could find nothing that would have made us 
delete any of these items from our listing. 
Mr. Wolf neglected to mention in his affidavit that, he himself had 
advised us, while we were examining Frelinghuysen's financial records, | 
that where no person's name was specifically noted on an invoice or bill 
bearing the notation "PA," it was his opinion that "since the item was 
thrown into expenses, it mist have been for Port Authority personnel.” 
Mr. Wolf also neglected to mention that he himself had reviewed all the 
invoices and bills pertaining to each of the 76 items included in the 
exhibit before he made them available to us and had approved every item 
that was listed for entry. 
It is significant that Mr. Wolf omitted from his affidavit the state- 
ment he made at a meeting during the investigation to Mr. Maletz, Mr. 
Singman and myself, that since 25 percent of Frelinghuysen's total in- A 
surance brokerage business was for the Port of New York Authority, he 
assumed that 25 percent of Frelinghuysen's entertainment expenditures 


were on behalf of Port Authority officers and employees. Indeed, Mr. 


Wolf indicated at this meeting that he was willing to so stipulate. On 
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this basis the Frelinghuysen concern actually expended a total of $10,500 
for entertainment of Port Authority officers and employees in 1959 and 
part of 1960. We listed only $4,148.71 for that period since we believed 
it preferable to rely on specific Frelinghuysen records. Thus, if Mr. 
yolf's assumption is correct, we understated by over $6,000 the actual 
amount of Frelinghuysen's expenditures for entertaining Port Authority 
personnel . 

One other fact deserves comment. When Mr. Wolf appeared before the 
subcommittee, he testified under oath that several items “were reconstruc- 
ted by us from Mr. Frelinghuysen's diary'; that they “did not appear on 
the voucher or bill" and that their “accuracy is in question." To be 
mst charitable, this testimony mist be regarded as a convenient lapse 
of memory on Mr. Wolf's part. For the fact is that after examining the 
invoices and bills of the Frelinghuysen concern, we asked Mr. Wolf to sup- 
ply all other records showing entertainment expenses incurred by Mr. Fre- 
linghuysen and other officers of his firm on behalf of Port Authority 
personnel. Mr. Wolf then stated that entries in Mr. Frelinghuysen's 
diary would reflect such additional expenditures. At no time, prior to 
this appearance before the Subcommittee, did Mr. Wolf express any doubt 
that these diary entries were a true and accurate reflection of Mr. Fre- 


linghuysen's entertainment expenses for Port Authority officials. 


Rac fper ir 2 Ft 
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(The document referred to at p. 1169 follows :) 


C. BROKER"S COMMENTS 


There fellows herewith « statement by cur brehors concerning the 
Pert Astherity’s tnserance program: 


“A reqecet has been made that we furniah a report concerning the 
bread agpecte of the insurance program ef The Port of New York 
Authority. We fee) that it is most important in reviewing this program 
te consider Giret ite bechground and the basic principles which have 
yeided Lie deve iopnneni | 


“Geme years age the Port Authority insurance pregrem wes bandied 
tm reagh 0 number of @@ereni Grekerage orgenimmens. Under thie system 
there was 8 substential lese of efficiency due to the inct that on the basis of 
oe soeell pertien ef the inguransce ne one broker of agemt was able te provide 
the extensive service required. Therefore, in oréer te increase centrel 
aad centreaiioe the management of the insuranse ender am over-all pian it 
was decided in 1946 te place all coverage threagh ene brokerage office. 
However, subetamtial dictribetions ef trsurence commissions were made 
te ether broebers aentil Janaary 1, 1930. Participation in commiseions was 
eplit ameng 8 namber of other offices as patremage. Yhis arrangement 
turned eut to be impractical as the office which had the burden of periorm- 
img all the work and services could maintain the necessary staff te de se 
enly et a very substartial ecomemic lees. 1b was found, ia inct, that even 
with tall counanissions sllewed, the acecunt was carried at a borderline of 
prefit with complete facilities provided, as required by the enuosus! nature 
of the work. 


“Certain miner Gi stributions hove been contimesd stnse Jumary |, | 956, 
however, much greater cemtrel ever the program has been poseihle since 
1s Le me lemgery seateered among 0 number of different effices and since we 
have been able te provide the full services required. We beeve that the 
2G ee A Re gem la ee Ke ee foe primetpte. of ted strve! beewr 


etc. a very beng renge program: . te a pgm Sa ge 
ee es ee very barge 
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japerance basis, since large insureds will im the long rum make tasir ewan 
retee encleding, of course, that portion of the premium which is deveted 
to catastrophe coverage. This basic policy eliminates the lengthy 
géministrative procedure which arises when certain types of claims are 
jagureé on @ primary basis, as well as a considerable amount of overhead 
ghich would normally be added on to the cost of the claim itself. With the 
important previse that there should be some stop-lees feature ia the event 
of excessive frequency, the insured is indeed wiser to pay these losses 
aimeelf and thereby make substantial savings ia cost. 


“pelf{-imeureace in une form or another kas been integrated inte the 
Port Authority imaurasce program from the beginning. We have worked 
slong with this theory and have assisted in ite development in many 
jastences. However, we have advised iasuring on « primary basis in 
thoes cases where the Port Authority was entering into a field of operatica 
is which it hed mo prior experience. For example, when the Port Autoority 
begaa airport operations in | 947 it was felt that for a few years primary 
insurance should be carried as respects these exposures. 


‘While the principles of self-insured retention were established as a 
part of the “’ort Authority's general casualty tneurance program, they 
were not extended into the field of airport coverage until very recently. 
twill) be seen from the ensuing report that it has therefore been the 
Port Autaority's insaraace philosophy to extend, step by step, the sine 
of deductible or self-insured retention up to amounts whick they felt in 
weir best judgment they could afford te assume and at the same time pro- 
vide sineabie increases in upper Limit protection im the areas of catastrephic 
lose. These steps have all been taken with evbstantial savings in cost. 


* Becaace of the tremendous capacity problems which may be inherent 
ia Port Authority activities planned for the {utere, it is necessary for se 
to hep im contact with ines rance and reinsurance marhets threugheoct the 
world. Cwite obviceasiy it is our practice to place all poesible insurance 
a authorised domestic carriers ap to and until their capacity ic completely 
exhausted. Hewever, because of the size and hasardeus natare of seme 
othe Port Authority's exposures it has not been pessibie to compicte 
them in the American market, and in many cases the American marhest 
ie iteelf very reetricted. Consequently, we ere in constant teach with 
the foreign insumace markets and when necessary send representatives 
to Lendoe to obtain this Kucess Line coverage. A éotniled bnowledge of 
Dritdeh, Camedian and ether foreign Kusess and Acinsurence facilities 
te net avadleble in the veual type of insurance brebsrage oF agensy office. 
Mace the balk of Port Authority insurance is placed at s commission of 
10% end eomeidering the very sewsen and orien ste bof eae whee ore 
Pega red, 14 sould be sype rie mms HLS cme en eed ame Ramm 
Ce ee 


a a 
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“More specifically in the field of fire inourance, the greatest tach has 
been the analysis of individual rates on all buildings, the making of recom. 
mendations for the elimination of nasards and ether conditions caasing rate 
penalties. Im addition to performing these services we have prepared in. 
surable valves and have adjusted values fer literally hundreds of buildings 
and structures at a large number of facilities. Through these activigys we 
have been able to bring about very sebstantial rate savings and through an 
extensive rearrangement of insurance have provided breeder coverage. A 
method has also been devised for consolidation of different coverages inte 
@ master form, thereby acnieving a reduction im the member ef policies 
and the consequent elimination of administrative detail . 


ee tt ee 


‘Que field of insurance which is a completely new and separate entity 
for the Port Authority is that ef Group Life inseraace. Over a period of 
many meaths comparative prupesais from several of the best and largest 
life insurance companies were developed and submitted. An exhaustive and 
detailed study was made of all persenne!l problems a: the Port Avthority se 
that this program could be made as effective as possible. Atany caasual 
coacessions were made by tne insurance company particularty fer the Pert 
Aathority. 


‘la conclusion we wish te point out that we have specialised for many 
years in the umnveval types of inaurance required by States, Authorities and 
political subdivisions. We designed the first ‘All Riek’ Bridge and Temnel 
Form whice was sabsequently adopted for the San F ranciseo-Oakiand Bay ead 
Golden Gate Bridges. In 1946 we foresaw the restrictive trend is Bridge and 
Temnei lasurance and recommended to the Port Authority that their coverage 
be cancelied and rewritten in February, 1946. This recommendation was 
accepted aad the Port Autaerity maintained for another five years ae 
fameus “agreed amount” classe which later became enavai Aa 
associate members of the American Association of Port Asthorities, the 
American society of bafety Augineers, the Mational Fire Protection Aseo- 
clation and the Mationai Safety Council we keep well informed and are 
considered an organisation of highly-treined specialists in a field of insar- 
ance in which few brokers or agents are qualified. We do not believe that 
eer technica) capabilities would be found availiable ender « decentraliaed 
insurance program .~ 
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(The document referred to at p. 1169 follows :) 


[For immediate release] 
(For confirmation call T. 8S. Frelinghuysen Corp., New York, Digby 9—-2112) 


Commenting on recent newspaper articles concerning the handling of insurance 
for public authorities by the J. 8S. Frelinghuysen Corp., which has offices in New 
York and New Jersey, Joseph 8. Frelinghuysen, Jr., president of the firm, said 
today “Our corporation has handled insurance for public authorities for more 
than 30 years and it currently handles more of this type of coverage than any 
other firm in the world.” “In its nationwide and international business it does 
engineering, placing, and servicing, as well as consulting work, for many public 
authorities throughout the United States and Canada,” he explained. 

Mr. Frelinghuysen went on to say that the public authorities which own and 
operate bridge and tunnel facilities are created by State and Federal legislations 
and added “The firm serves these authorities, as it does all clients, on the basis of 
professional qualifications and not on the basis of political affiliation.” 

In addition, the firm has placed many unusual special hazard covers. For 
example, it arranged nuclear energy insurance on atomic submarines several 
years before such covers were available in the general market or in the domestic 
and international atomic insurance pools, the domestic atomic pools having been 
organized as a result of the Atomic Energy Act of 1954. 

“The ramifications of these accounts are so extensive that a sizable permanent 
staff is maintained by the company in all insurance and technical branches, in 
order to provide continuity as well as the infinite variety of services which are 
required,” he commented, “and in order to meet enormous market capacity 
requirements, contact is maintained with more than 400 domestic and foreign 
insurers and reinsurers, including many situated in Canada, South America, the 
United Kingdom, and Europe.” 

Mr. Frelinghuysen stressed that to achieve the best results such accounts 
“must be handled on a long-range basis without interruption or interference.” 


(The document referred to at p. 1170 follows :) 

NEw York, October 6, 1958. 

Donald V. Lowe, chairman of the Port of New York Authority, announced 
today that information concerning the bi-state agency's insurance program was 
requested by an official of the State of New Jersey. In response to the query of 
the State official, Mr. Lowe stated that he deemed it desirable to make public 
all details relating to the port authority's insurance program and emphasized 
that the port authority follows accepted private corporation practices in the 
placement of its insurance as opposed to the patronage system sometimes em- 
ployed by municipalities and other governmental bodies. 

The chairman stated that the insurance program of the port authority had 
developed over a period of 37 years and was devised to care for insurance needs 
that are unique. This stems from the high values on physical properties covered 
and the varied and tremendous scope of liabilities in port authority operations 
against which comprehensive protection must be provided. The purchase of 
insurance by the port authority closely approximates the practices followed by 
most large American corporations in protecting the assets from large financial 
dislocation In this respect, it differed sharply from the practices of many 
municipalities who distribute their premium purchases on a patronage basis 
to selected and favored insurance brokers. Mr. Lowe emphasized that the port 
authority would be unable to protect its insurance assets at its present reason- 
able costs if it were to follow any practice which permitted the selection of 
many brokers for the sole purpose of providing them with commission income 
as opposed to the need of excellent insurance brokerage service by a large and 
reputable insurance firm. He pointed out that certain forms of the port an- 
thority’s physical damage coverage require the entire capacity of the insurance 
market and involve participation by more than 400 direct writers and reinsurers. 
In addition, when the insurance is not available in this country, intricate com- 
binstions of foreign companies have been utilized. Also, the port authority's 
entire liability insurance, because of its spread of risks and inherent operational 
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problems, requires a tailormade policy unlike any standard insurance Policy 
available today. In view of the forgoing, an insurance broker placing insuranee 
for the Port of New York Authority must be one who stands ready to provide 
intricate service in those areas in which the port authority self-insures, as wel} 
as those areas in which the port authority purchases insurance. The broker myst 
be staffed and prepared to engage in a few more costly and servicing function 
than is customarily the case. Such staff services must include, among others 
complete fire insurance inspection and engineering, rate analysis and valuation 
of properties, safety engineering and related loss prevention activities. Algo 
required by virtue of our foreign placement in a full and complete knowledge of 
foreign markets, coupled with the willingness to make frequent trips abroad 
in the interests of maintaining the foreign market. 


(The document referred to at p. 1173 follows:) 
THE LIBRARY OF CONGRESS 


LEGISLATIVE REFERENCE SERVICE 
WaSHINGTON, D.C, 


DANIEL MALLORY STEPHENS: BIOGRAPHICAL INFORMATION AND BUSINESS 
AFFILIATIONS 


Stephens, Daniel Mallory, banker; b. Patterson, New York, December 17, 1898; 
D.Se. (hon.), Clarkson U.; m. Grace Hine, 1914; children—aAlice (Mrs. Philip 
Schneckenburger), Willis H., Mallory. With Commercial Bank of N. A., 1953 — 
now chmn.; pres., treas. Knickerbocker Assos., Inc., Putnam County Republican, 
Inc.; dir. American Re-insurance Corp., New Haven Clock, Mem. bd. fire safety 
State of New York, 1959 Putnam County rep. New York State Assembly, 
1925-52, past chmn. assembly ways and means com Served with USN, World 
War I. Mem. New York Grange, Am. Legion. Presbyn. Mason 


Source : “Who's Who in America, 1960-61." 


Other business affiliations: 
City Title Insurance Company, vice-chmn. bd. and dir., 32 Broadway, New 
York 4. 
Commercial State Bank and Trust Company, chmn 
Commercial Bank of North America, chmn. bd 
Ream, Wrightson and Company, Inc., dir. 
Sources: “Poor's Register of Directors and Executives, 1960. “Directory of Directors 
in the City of New York, 1960." 
RAYMOND M. WI1a6s, 
Analyst in Industrial Organization and Corporation Finance, 
Economics Division 


November 3, 1960. 
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(The document referred to at p. 1177 follows :) 


Honorable Mallory Stevens 
Knickerbocker Associates 
70 Pine Street NYC 


Dear Mallory: 


Confirming our conversation of last week it is the ¢ 
intention of The Port of New Y ark Authority that Knickerbocker 
Associates be made the broker of record)for the following insurance 
on the Columbia Street Pier: 


Fire, Lightning; Extended — ‘ ‘ 
Collisica and Eiements . an c db 
Rental Value « 


Our brokers, J.S. Frelinghuysen Corporation, will 
continue to service this policy in its entirety and will deliver to 
Knickerbocker Associates the policies for transmittal to The Port 
of New York Authority together with yeur invoice covering the 
premium. You in turn upon receipt of payment from The Port of 
New York Authority can reimburse the J. S$. Frelinghuysen Corpora- 
tion less the commission payable on this insurance. 


It so happens that this policy is now on binder, and the 
policy has not as yet been issued. The date of the binder is 
and it will be for a period of five years at a tetal five year premium 
af, we understand, $74,681.56. When the policy is reagy for 
tmeeex issuance J. 5S. Frelinghuysen Copporation will deliver to you 


for handling as outiined above. bydaltdf marr’ 
is is understeed that future policy will 
h@ handled threugh Knigherbocker Aggociates in y manner ee 
@utitired shove. 
Very traly yours, 


A, 7S, 908 











PORT OF NEW YORK AUTHORITY 1229 


(The document referred to at pp. 1177 and 1180 follows :) 
/ ) - ~ oa . 
¥ * 
_ £ 


LOD 


December 20, 1949 


Memorandum of eduversation with Mr. Kushell on the Columbia 
Street Pier. ’ 


After ansiderable discussion the letter to Mallory Stevens was re- 
dyafted to include only: Fire, Lightning, ECE, incheding Pier and 
Wharf Endorsement, on the Colambia &. Pier. 


§ Year Premiums total $55,190.56. 

An amount of $975900. in policies dating May 1, 1949 is to be 
eaneelled as ef December 15 and rewritten for a period of five 
years. 

These policies will be handled Kanickervochker Associates 


as specified in Mr. Kushell's letter. Mr. Bennett is preparing the 
detailed figures and setting them up for cancellation. 


J8F Jy. 


J8F Je:M 


68911 O— 61-——pt. 2 6 
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(The document referred to at p. 1182 follows :) 


December 20, 1949 


Kniekerboczer Associates 
70 Pine Street 
Bew York 5, Hew Tork 


Hon. Mallery Stephens 
Dear Mallory: 

Coafirming our conversation of last week, it is the intention 
ef The Pert of Hew York Authority that Enickerbocker Associetes be sade 
the broker fer tne following ingurance om the Coluabia Street Pier: 


Fire 

Lightaicg 

Butended Coverage including Pier 
and Wharf Endorsement 


@ur brekere, the J. &. Frelinghuysen Corporation, will deliver 
te Eniekerbecker Associates.the policies for tramamittal to The Port of 
Bow York Authority together with inveice covering the premiums. You, ia 
vara, upon reesipt ef payment fren The Pert of Hew York tutherity can re- 
imburce the J. 8. Frelinghuysen Gerporation less the stendard brexerage 
commission payehle oa this inecremee. 


Tahe inouerance eupires en warieus dates ever « five year period. 
4 Guteileé pocoré of the pelicion will be furnished te you by the J. 4. 
Peolinghayeoen Gorporstion ia the aver futare. 


tos and fer present enounts of insurances, total 
fiwe your premiqes equal $05,190.56. Certain policios which are sew on 
to you fer hen@iing co outlined above. 


Ce: J. 8. Frelinghwyser Corp. 
111 Villies Street 
Bew York City 











PORT OF NEW YORK AUTHORITY 1231 


(The document referred to at p. 1182 follows :) 
December 30, 1949 


ve: Port Authority Insurance 
Pusouant to advices received by Mr. Heath fvem Mr. Kushell ot 1:88 AM 


Tharedey, December 30, 1949, we have been advised by Mr. Tobin, Geng. 
Mz. Mashell, that the Commission Arrangement will be: 


1. That we ave to recetve full comumissiens, with the exeeption of 
éommiseion on Fire, ECE insluding Pier & Wharf Endoreement 
and Unearned Premium insurance om the Columbia Street Pier 
which will be handled with Knickerbocker Associates as cut- 
lined in Mr. Tobin's letter to the Hen. Mallery Stephens dated 
December 20, 1949; and the possible clean up of the $1296 .69 
due R. A. Corveon & Co. under the origina] Five Year Malti- Risk 
Plan. 


J. &. Frelinghuysen, Jr. 


IS¥ Je:M 


ee for Commission Book 
oe for 3.8.7.3. 
es fee J.E.C. 
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(The document referred to at p. 1186 follows :) 


r TES PORT OF NEW YORE AUTHORITY 


47 


FOR RELEASE: 1°:9O Moon, Thureday 
Jamary 27, 1949 


The attached speeches wi!) °e made at the juncheon comewratirg 
the Ground Brea“irg ceremonies of the Port Authorit, Exes Terminal on 
Thureday, January 27, 1949, at the Hote; Statler. It is exected that 
Governors Thoms ©. Dewey of Tew Yor , and Alfred EZ. Driecol)] of New Jersey 
will cekee brief exterporaeous sveeches. Mayor Willian O'Dwyer wi 


deliver an address. Port Authority; Chairnan Howard S. Cullinan vill be 


toastmaster, 
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Reiarks by 
Honorable Howard S$. Cullman, Chairman 
The Port of New York Authority 


Dunchoon 
Ground freaking Cerenonies--Port authority Bus Terninil 
Statler Hotel, New York 
Thursday, January 27, 1949 = 12:00 Noon 

Governor Dewey, Mayor O'Dwyer, Mayor Murphy, distinguished 
representatives of State and local governments, fellow Port Authority 
Commissioners, friends .....6. 

T am delichted to welcome you here today on this busman's holiday. 
It is a holiday to which we have all been looking forward for a number of yecrs, 
And it is one which, I believe, will mark the beginning of a new era in bus 
transportation. I have th- fullest confidence that the Port Authority Bus 
ferninal which m started to build today, will set an example throughout the 
mation for idequate, convenient, and dignified bus terminal facilitics. 
Th Port Authority Bus Terminal ropresents th: coning age of this 


of mass trinsportation. I am not going to dwell on that 


relatively new form 
subject, for there are men here today representing thr bus industry who can 
five you first-hand information on that subject. 

I know how it fecls to be a vendor in a flower market, because that 
is what I am right now. I have here 2 bouquet ‘fog almost everyone in this 
room. I daresay there is hardly one of y is who did not to some extent *ork 
to bring about the realization of this “Grand Centril Terminal" for buses, 

Except thmugh a general roll call, which I an sure you would not 
toleratc, I could not possibly mention by name all of the friends of the Port 


Authority Bus Terminal. «and shen I say friends of the Terminal, I mean just 
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that. I think you will agree with me that there is something quite suntinenta) 
about this terminal. Certainly, tc those of us who were close te it threughcut 
the past several years, it took cn a persunality that won frivcnds. 

As I said, I cannot possibly sention by name each cf the gvod fr ends 
of the Terminal here today. But there are a few who, you will agree, should 
receive special mention. 

Governor Dewey was a pioneering friend of the Teruinal, fcr it was 
under hie leadership that we received tho grant frun the Now York State 
Postwar Public Works Plicnning Cormigsion for financing design vlane fcr the 
Terninal. In 1946 Gvernor Dewey and Governor Driccoll epproved the joint 
legislation which supplenunted the Port Trecty of 192] to provice expresaly 
fcr the construction cf the Pcrt Authority Bus Terminal. 

Senator Arthur Wicke and Chairman Mallory Stephens cf the Wayo and 
Means Committee of the Assembly, in New York, en’ Senstor Deve Van Alstyn 
and Assenblyxn Welter H. Jonos of New Jersuy, were the legielctive leaders 
who introduced thio cméndoent to the Purt Treaty and who eaw i. through the 
two Legislctures. 

The action of Mayor Williaa O'Dwyer and the Now York City Board of 
Retimato in 1947 in adopting a declaratiun of City policy on tae location of 
bus terminals made it ocomonically prvcticable und possible fur the Port Authority 
to go forward with the constructicn of the Trmminal and for us tu borrow th 
money for it. The former Borough Precident of Manhattan, Suprese Court Jyotice 
Edger J. Nathan, Jr., and tho presont Bcrough Presicont, Hugo E. Rogers, worked 
hard to aseure the building cf the Termincl. 

I cannot praice too highly the unfeiling ccoperaticn of the bus 


industry. Ite representatives have given genercusly cf their tine to help cur 








lority 


.Ce 
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eteff in tho dev-lopuont of ,lene for the Teriinal. Thoy have been stvacfast 
in their support of the whole Terminal project. The Commissioners of the P.rt 
Authority are 4 group of businessmen. As bueginesanen we souotined get vor, 
discouraged with the businesanen with whon we have to deal. But I must cay 
today that in doing business with the bugmen we found cursvlvos in the cc.ipany 
of good, truly independent bueinesanen, hard and honest traders, who asked 
gudsidioe of no cme, and mew onc side of a balance shoet fra. the cther. 

I want to thank the preso cf metropolitan New Y.rk and New Jersey for 
ite uncnincus and nilitcnt support of the Pcrt Authority Bus Terninal. In this 
as in other aattore conccernin, groat public inprovwientse, the forwerd looking 
pudlichers and ecitoro in thio ro ion were determined that the Port District 
ehould have thie greatly Needed terminal. 

Ana I want t pay especial tribute t tho Pert Auth-rity's creat 
Executive Directur, Austin J. Tobin. I aln.st a quarter cf c century of 
public service I hove never come in contact with a Govermuent cfficial whe 
brought to hie j.d such ccmpetence, devotion and energy. Hv fought hard ty 
bring y-u thio bue tornzinal. And hie inecmparcble ze) fcr public service 
inspired the Purt Authority Cumiseicners, mccutivesanc staff to work tirolessly 
wtil the fight wos won. 

LNTRODUCTION OF SPEAKERS 
Govermr Thuuoces EB. Dewey 

One of tho nicest things that has ever happened to ue hae been the 
fact that I have been privileged to cerve ac 4 Cumicsioner cf the Pcrt 
Authority for twenty-two years under the successive adninistratians of 


Governors Alfred E. Gnith, Franklin D. Roosevelt, Herbert B, Lehman, and 
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Th.ucs t. Dewey. As Vice Cheirman of the Fort Auth rity, I had the privilcus 
f introcucin, Franklin D. Roosevelt et the Griunc Brechin, Cercinies fur t, 
Port Authority's first terminal, the Unicn Inlan? Reilrca? Torcinal at 
Fifteentl: Strect and Eighth avenue on April 30, 1931. 

Govern.r Dowey has been audeciutoc with the Bus Torminel pro joce 
from its earliest cuncetion. The Pert suthrit;'c firet stucice for thie Bus 
Teruinal wore finunce: bd) an acwanee .f $100,000 frim New Y.rk State's P stwar 
Public Works Plannin, C.:miusi.n, an advance which wo iepeid t. the Stato wit 
interest when the Buc Teriinei wec rinunc.4. Tac how York state Ine lelcticn 
which su .plotentuc the Pert Truct) t tuv extent .f sprodin, uu tu pledge cur 
Generel Resorve in Bu;pert .1 Bus Teriincl bones was ayjprved by Gvorncr 
Dewey cn April 4, 1946. 

In intrucucimn, cur firot cistinguiehe? gucst, my I rociine yu that 
in the past fow yoors we Live .;ened brench ~fficus in Chica,, , Weshingtun and 
Clevolenc tw premote cuswree thru: the New York cne New Jerc.) Prt. We are 
mot umnincful uw.at fir almcot twonty-eight yooro we hcve Loc tw. sain fices, 
ome .Ddvicucly in Albany, and -ne vbvricuely in Tronton. 

The leacerehiv und inuriration .f .ur tw Gcvern rs has neant jore 
then mrole and vGprit to tho authcrity. It has been redjonsible to a large 
extent f.r cur stoady »rogroes in the cevuol. ment cf the C:aprehensive Plan, cm 
cf whree uilestonee wo ore ceulobreting here tuday. 

Governur Dowey, we approciato anc ary nt uniundcful of your @nfidence 
eané supprt. J :met admit, Gowormer, cmco in a while, quite prvperly, you haw 


Given ne the fuvcling that like Tupey we are pesoibly urcwing 2 bit fast. Mnybe 


ve are, Govermr, but thie Topey has grvow healthfully an cturcily, and like 








it 


§ 


8, 
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tnele T-“c Cebin, ur cormany, including Topeg, gtays heajshy, vigoxous end 
in tho black. 
It ie o great privilege ané homer t present te yu hie Exccllercy 


the @vernor -f Now York. 


I ao erry to say thot his Excollency, the @vornr -f New Jersey, 
Alfred E. Drisccll, fund it inj .seible to be with uo here tcay but we are 
honored to have nore as the Gver.crt representative hie friend, the Presidunt 
of the Nuw Jorooy Stitey Senate, David Van szlotyne. I should like to rear you 
the fcll.wing lotter which I receivod fruu hin expreséing hie rucret: 

I oa. very 6crry that ;rovi.uc cngagemonte mak. it 
irypcoeiblo f.r no ty aeccupt your inviteti.n for 
Thureéry, Janucry 27, eat noon. 


It ic ny hupe that the prep. cod Bue Temiinal will 


ultiuotely Oerve man) ueeful ;rupce eco cné ronécr a very reol 
B.rvice to the citizens .f the netrepolitan New Yurk-Nuw Jerce; 
rogicn 


Mr. Frank J. Noll 

And now I want t. intrcecuce Mr. Frank J. Ncll, Proeidont cf tho Now Ycrk 
City Short Haul Intorotate Motor Buc Avoccieticn, Inc. Mr. N.ll'o bicgrenrhy ie 
the story cf due tranopertation. Hie experionco Tune cll the wey fri ao jitney 
service ho otartu¢c in S:morcet C unty, Bow Jorooy, deck in 1918 whon he can hue 
fron uveroens oervice with th. A.E.F., ti tho type .f buo sorvice represented by 
the ootcblicmaent cf tho Purt Authcrity Bus Torainol. Mr. Noll is otill Prosicent 
of the S.norset Bue Coupany which he started in 1925, almet a quarter of a cantury 
ago. Hio bus coupany is nw cne of tho biggoet.gn this area, ané serves Suxnerovt 


and Euowux counties in New Jersey. It is a roal plecoure to intrcuduce Mr. Noll. 
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Mr. arthur P, harner 

Ince in the bus business, always in the bus business. At least it 
would scem so from the record of our speakers here today. For our next 
speaker is Mr, arthur ?, Warner, General Sanager of the Public Service 
Interstate Transportation dompany. He started with his present company in 
1910 when it was known as the Public Service Railway Company, and operated 
for the main part electrical street cars, At that time Mr. warner had just 
received his degree in Electrical Engineering at Lafayette College, and he 
started with the company as a Cadet Engineer in his apprvntice training course, 
General Manager of the company since 1945, he has been connected with its 


Traffic Department in various important capacities since 1923, I am 


delighted to prescnt Mr. Warner. 


Mr. John Burton Tigrett 


I want to extend my special thanks to our ncxt speaker, Mr. John 
Burton Tigrett, Vic. President of american Buslines, who took the trouble 
to come to Now York from Chicago to be with us here today. He is a 
compirative youngst.r in “bh bus business, having «ont: red it ia 1739 - onl 
ten years ago. As a Licutenant in the Navy he was the Assistant to the 


Director of Naval Air Transport Service. During the war he served in Chim, 


India, Australia, and various European countries, Mr. Tigrett. 





e. 
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Comissioncr Donald V. Lowe 
qu 

It is alwiys gratifying to me tc introduce speakers, Usually, as 
chairman of the Port authority, I am obliged to pay the extreme penalty as 
the official specchniker for the Authority. I shill listen with a critical 


' 


ear to my colleiguc, Commissioner Donald V. Lowe, of FBerrun County, New Jersey. 


,»8 the sonior Commission:r from hcw Jerscy with us today, Comnaissioner Lowe 
will spuak on behalf of t Port Authority. Since that is usually my role 
1]] probably be ororpting fren tr ings. Thougn as th nly Commissioner 
with a pilot's licens, h should t able t> bring in his own pline - even 
into a tus terminal. 

I tnink it is rticularly fitting for Dorald Lowe to talk to us 
bout th. Sus Terminal, i great host of his fricnds and neighbors 
in Borgen County will be regular users of the Tcrminal. It is with griat 
sleasurc that I introduce ny ry dar friond, Commission. r Donald V. Lowe. 
Wayor William O'Dwy r 

anf now I have tne honor and the pl.asurm to introduce to you your 


Mayor, Bill S'Dwyer, th: mtn vHo#e Pir. stand in s 
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all bus comnanics, ind agiinst a preforr d location for =nyonc, mide it 
possible for us to go forward with this privat proj ct. 

Ir. January 1947, Mayor O'Dwy r cnd his fellow mumbers of the Board 
of Estimatc, who are with us te‘day, adopt 4d th: policy tnhit no new bus 
terminals could be constructed, nor cxisti:g terrinals cnlirged, in the 
congested midtown zonc cast of Eighth ivenur. It was the assurince of that 
resolution of policy that made it possible for the Port Authority to convince 
our bondholders that this project was economically practicable. 


Without that forthright and courageous commitment there could have 


been no Union Rus Terminal, Without it there could have been no prospect 
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today of rm living t midtown aro’ from th: slow strarnculstio tm interes 
state bus traffic, hithout it, the buses and their thousands of riders would 
» facing an. ndl-.ss prospec’ of mean‘and dreary mike chift ter als. 

t r ‘'D.y.r, I want to say ry frankly that noith r you nor I 
ar. inclir t nter into articl.:s of nartm rshir ith rvery quickly or 
lightly. I nave found, hovever, that cr the articls of rtn-rship 1re 
Signed you prov yours 1f to be a dependibl: d yrl oartner - and a good 
fellow to have beside scri, 

nthe City an’ ti rt aut ty beer rtners th il rvorts 
of New York, you said will say ¢t that ty wirk rroatly pleased 
to cooperate with t rt aut ty at all t s whi I am in offic It 
vill be in th: best int rests cf our City, Stat: and Nat to s that the 
job tr rt .uthority s tik ver w t mplietud,. 

We ave found, sir, that wm auld depend on that. We found that 
when you said: "This 18 so important ¢t is that th re is thing within 
reason, whether or not it is in our oontrict, that th t authority has 
not the right to ask for, and tmit w have not the oblig¢iti to give," you 
meant just thit. ac ha found thet y ant it in fair weather and in 
foul, and as a partnor, 4c sr. honored ¢ ve you with us we bewin 
construction f{ still another great project that your issurinces made 
possible. 

Tris is a day of hosinnas 1m jing) bolis that we are celebrating, 
but obviously, General, after the sls ride y c at th itizens 
Budget Comission dinner, I will not again refer to Santa Claus, 

You hav: truly been a fine General, not a desk Gencral, i ur 
cooperative efforts against social privilege, anc we will try, a8 we have 
in the past, to carn your ntir.ued support. 


And now 


I nave the privilege 


Mayor William O'Dwyer, 


+ 


and ploagure to present his Honor, 
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tremendous capacity for relieving the traffic .f nidtown Manhcttan ff th: 
costly) and dangercud movenent cf thuee huge intorcity buss, it i. in, 
benefit New Jersey too, by providing for the ,eoply .f a) state the c.nfi rtatle 
convenient and tine-savin;, Turmiuinal acccraudativone that they dusorv 

As Chairman Culluacn nas gaid, most of ju heru with us today have 


,iayod a. impertant part in making the Bus Torminal a reelit;. Su it ia mt 
news tc you that it woo a lofty tine in comin, and that it wae nerd te xzot. 
Progress ie scuctiucs vluw end, I must say, s.netines difficult in «a 
democracy, but the ond result io usually right and constructive - as in th 
case cf cur <reat duo Terminal. 

Most cf you will recall thet 1945 was co crucial yeoer in our planning 
to furnieh New York City with tho world's lar,est Union bus Teriinal to serve 
the people cf New Jerovy ané to help relieve tho intclercble mictuwn Manhatten 
traffic congestion. The erux of tho Bus Termin) situeticn in 1945 woe tho 
neec for action by tho City Planning Camigsicn in cefinim, the oxceptionelly 
congestec treffic area in mid-Manhattan ecst cf Eishth Avenue. The enactnont 
by the Commission cf an appropriate toning rec lution was a step in this 
Girocticn. The Port Authority could not have undertaken to finance and builé 
this great public iuprevermnt wilewd and until the Cumicei.un took euch 
action. It woulé not have been ;veseiblo for uc t- porsuad. the ccmpetitive 
bus companies to come into our Terminal weot .f Eivhth Avenue oc long as any 
one of then was given 4 preforree lecetion fir expanoion oast cf Eighth Avunue. 

Mayor O'Dwyer cennmet be cumplinented t highly for his met 


valuable cooperati.n on taking office ce Chief Exocutive of tho City of New 


York. It was through hie cocperaticn that in Jcnuary 1947, juct two yoars 








, 
Le 
, 
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ago, thy Board of Estiiucte pussod u resclution declaring it to be tho futur 
nolicy of the board that it would not approve the vrecti.n -f © new Bus 
forminal cr the perumnent enlargement cr extongicn cf an cxictin Ne rust 


of Eighth Avenue. The Pert Authcrity imrediately announced thet it accepted 


a) 


thio coclaretien by the Buarv Estiieto ab c ccrzuitnent by the City, up.n 


a 


which both the Pcrt Authorit) ané ite bonéh:léere cuulé roly, ane that it 
would go foxwart with the cunctruction -f the $20,000, 000 Teriinel which wo 


aro Gudicatin, hur. toucay. 


Only six weke arter tho Board cf Estimate'’s acti.n, we be..cn 
acquicitius repertic thy Buc Teruinci site When we ran ints c 
eriticil rues using prvdlen, the Lecisletures 7 tre tw. Sintes passed 
logitlativn oncdlim, us te purciicse tononents for reolabiliteticn sc thot we 


ewléd hel» pr.vido hc-we fir tho S6uvorel hunerec tenents on the site wh 
would be dit lJecec. The first temrntc a.vwed inw& on f car sleven 
robebisiiiiwc buildings icst Neverber. Now, as jou noticed when we dbr_ke 
ground fur the Terminal today, ucro than half .f the cite hes alruady deen 
clearec. Anc roimmining builcin, 6 crv doin. Curiclished as frot n. w. can 
rel.cotc tenants now audidin, in the crea. 

In orter tc aseure that tho new Terminal will be in « peration during 
1990, wo aro etarting foundation ccnstructiin imwélately cn the cleared 
Eighth Avonue enc. 

Mot cf you are faniliar with tho dveiin plana of the creat Teraincel. 
But for the benefit of those who ure not so wll aware .f the cotaile _f ite 
construction, let mo gay that it will comnoct with the Linceln Tunnel by ueans 
of an oworhoad ramp ovor which 75 ,or cent cf the busce that entor and leave 


the city will pases. 
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This systen of entering and departing from the Terminal will, of 
cuurse, greatly rolieve traffic congestion. It will also cut the travel tim 
of New Jersoy bus corsmtore frum aix t twonty ninutwe. 

We are going to bo able to tako cere of the perking of 450 cars on 
the roof cf the Terninal. 

Occupyim, the entire block extending fron Portioth ti Forty-firset 
Streete between Ei: hth ané Ninth Avonues, just a block froo Times Square, the 
Terminal will have fcur Jiffervnt levels with intericr roadways anc bus loading 
ané unloading spacvd on two levwle. Lomg-heul buseo will unter on the street 
level at Ninth Avenue und ;rcocé inte the tortinal building where, in 
addition tc,thy roadway, fcrty spaces for loading anc unlcad¢ing will bo 
provid.c. 

Above, om the lewel cf the Eighth Avapiue entrance, will be tho nain 
concuurso with ticket ané infcometicn cfficos, rostaurante, ahcps, servicus 
and otlor ccncessions, and « series cf fifteun escclatore cunnecting vith 
upper and lower lovcls. I ahoulé gay thct eecaolaters will ccege the flow of 
passenyjors to overy lovel of tho buildin,. Immediately above the main flccr 
will be a lorgs vuburben ccacourse sepcratod into threo nj r podestrian 
traffic surting ureco. Freu thio cumcourse, cuburbdan ,ccoemers will reach 
the upper short-haul iccdiny area by means of fuurteon continucusly moving 
escalators and sixtecon stairweyc. 

Juot obove thiu cunccurso will be th» ch. rt-haul bus pletforn with 
eighty-four loading enc unloading epuces, and entrance and exit rocdways 
that will commoct by uverhead ramp to the Lincoln Tunnel jcrtels. Thie ramp 


will aleo afford o ¢cirect connectiun between the Termine] parking rovef and 


the Linccln Tunnel and the city otrectes. 
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The Terminal will be able to handle 750 bus arrivals and an equal 
maber cf Copartures an hour. We oxpuct that in ten yeare wo chall be hcniling 
spout 90,000 passengers 4 day. 

Tho Port Authority, at ite Bus Terminal, as at ites eirperts, will 
tepend to & great oxtont upon concession revenues w help neke the project 
wlf-supporting, as it aust be. If the aviation industry, fur example, ie & 
pove the great Girpertes it requires to handle ite over-increasing volume cf 
business, non-flight revenues must be developed to their fullest potential; 
wi tho Port Authority expects to derive betwoen 60 and 70 per cent of ite 
airport revenues fron non-flight sources. 

Thic new Bus Terminal, therefore, will be mre then just 4 serivs of 
bos platforms. It will include various types of restaurants, cafeterias, sneck 
years, & nevsreol thoctru, ‘stores and shops cf oll kinés, bank and other 
wervices, tc provide 4 shopping center for the 60,000 people whe will use the 
ferminol each coy in the yoars immodiately abead. We havo had scte six tince 
wa many @pplicaticne for epeco as the building will privide. We shall be able 
to handle about fifty businesses, and 3@0 of thon want to qu there. 

The bus inéustry could nc moro finance the typo of Teruinal devel pnent 
wich we haovb started to build today than cvuld the railrcades in their early 
faye finance such o terminal, or the airlinos, at this etaczo of the devolcu ment 
of air trans» rtation. It io an interesting fast, for instance, that in this 
mtroxlitan area alone tho Port Authority afyport program ropresento a ca_ital 
invedtuent cgroeter than that of all of tho United Stcteo' cirlines combinod. 

Whon thore woo the hcpe that this Termine] night be built by private 


mterpriee, the Port Authority cid everything in ite power to cid and assist 


68911 O- 61-—pt. 2 ‘ 
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Horolé McGraw, who haé the violon and the energy t& attempt financing and 
constructing ouch a Terminal. It wae only after we were advieod that the 
project was too cl.ee and the rieks tco creat for private rescurces that, 
with tho aid’ <f moneys advanced by and since repaid to the New York State 
Poetwer Public Worko Plannin, Commissiun, we wont forwart with the stu y uf 
ite practicability as a Port Authority prvjoct. 

I believe that t: day has been c fateful .ne in the inprovement cf 
the untire transportation system of the Port District. As we bogin t& builé 
tho Bus Terninal, you are giving fcr the first tinue - cll of yu wh have 
participcto¢d in this effurt - proyer accazsuwdations for bus ~covenjers and 
buses. Nc lunger will it be necetsary f:r the nye intercity busce to 
manipulote New York's crowed streete to roach the indivicunal terminale thet 
are ecatterod throw sh wic-Menhcttan today. And bus pasocmurc nv longer will 
bo requirec to arrivo at ané dopart from terminals which, to o great oxrtont, 
are makeshift acc.rmm<caticns. 

In thie greetest port in the wmrild, it is »r-per that this 
comparatively new fcr: of mass passonger traneportaticn ahulc take itc place 
am Cignity beaide taeneportetion by water, roil ané air. 

I wont t& congretulate tho bus passengers and the bue cperaturs 
who will uso this great Tormincl. Ani I wont t thank agcin oll cf you hore 


who havo worked together t& bring this uegnificemt public imprcvenont to tho 


Port of New Ycrk. 





ce 
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Addrege by 
John Burton a Vies ?recident 
dmarican io, inc. 
Lamcheon 
Grourst Breaking CérGmonies Port Authority Bus Terminal 


Hotel Statler, New York 
Thursday, January 27, 1949 - 12:00 Noon 


Distinguished Guests, 
Members of the New York Port Authority, 
Ladies and Gentlemen: 
When I received ‘an invitation to attend these ground-breaking 
ceremonies, my mind went back to the many problems that have confronted 
the Port Authority in carrying out this great project. I was somewhat 
reminded of the old Greek Sisyphus, who, some of you may recall, was con- 
deaned to push a great stone to the top of a mountain. Sisyphus strained 
and sweated endleasly in his effort, but covery time he had the great stone 
almost to the top of the mountain, either the weight of it or some inter- 
ference would stop him and the great rock would rojl back into the valley 
again. With your problems of the war, cf{ty ordinances, tenant removal and 
many other things, this particular Port Authority stone has rolled back 
down the hill a good many times. We all share with you today the joy and 
pride of having finally been able to get this stone over the mountain, 
The bus company that I represent is a very young one, but it is 
rather typical of an aggressive industry, we prvvide bus service throughout 
sme 32 of the United States, connecting together nore than 3,000 hamlets, 
toms and cities. In some instances American Buslines is the only public 
transportation service available. To the citizens of every one of these 
communities,we afford a service and a gateway, and whether our local agent 
fo the filling station operator, the druggist, the grocery store owner, or, 
ts in two instances, the local wndwiahee, his place of business is the 


(ateway for his fellow citiséns to the great waters of our wnderful America. 
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Today you nave started building the gateway not only Cor New Yor 
but for the people of tne western world who use its channuls. There is 
nothing known that can carry people as cheaply as a motor bus, ani as we 
develop it with mw comforts, services and facilities, this Sim gat owa; 
will becom: of ever increasing importance to the public life. 

It is douttless not generally known thct with this temminal you 
are beginning to cut a new and important pettern for the bus industry. It 
is a pattern that we strongly hope will be followed by all our ma} 


and eventually even towns and hanlets evemwicre. Por hom vou will comodine 


all the major Ws services under onz roof. 1 say all because in their own 
interest no line can afford not to be in this terminal.) 


And, in combining them, you will give the public many things wiich 
it has never had before. For om you'll malo it easier and more convenient 
to travel. The stranger in New York today, who ass for a bus stetion, may 
by directed to any one of 7 terminals scattered ovor a wide arva. No matter 
which one he gves to, chances ar it's not the one he's looking for, and 
in every instance he'll find a shoddy, run-down facility whose mst rocas 
are a menace to public health. By combining services you can provide 
facilitics which no individual carrier can afford, but which, as in this new 
terminal, will give the public the finest posaidle service. 

I hate to think of the millions of dollars that have boen wasted 
throughout America by the individual bus carriers building separate terminals 


for their own operations. It is high time that w in this bus industry 


bury at least a part of our competitive structure and give consideration 


to providing the public with a sensibly end practical service. For only 


eas 





8 
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y wrking togethcr to improve our service ani facilitic: - by mskin- 

asier and more pleasant to travel - can the tus business continue to grow. 
This terminal represents to us the beginning of a new cra in 

highway transportation facilities. To you, members of the rurt authority, 

wo are responsible for conceiving this plan and bringing it into being, 


our warmest congratulations and grateful thanks. 
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sddreee. by . i. 
Prenk J, # = sitont , 
New Yor City Short Haul Interst Motor Bus Association, Ine, ss 
Luncheon 
Ground Breeking Ceremonies Port Authority bus Terminal 
t Oo 
Hotel Statler, New York 
Thursday, January 27, 1949 - 12:00 Noon : 
A 
Mr. Chairman, Mayor O'Dwyer, Mayor Murphy, Commissioner Lowe and ; 
distinguished’ guests: 
p 
I am very happy to be hefe with you om this imrnorable occasion, ‘ 
Ground has just been broken for the largest and most modern bus 
terrinil in the world. Such an edifice properly tclcongs in th: 


City of New York, 

This terminzl will serve the intercity bus industry which 
has grown with the building of th: various trans-Hudscn raciilitics 
by The Port of New York Authority. The necd Jor bus terminals in 
the most congested area of the world's busicst city has presentec a 
unique problem. With bus travel providing the most convenient mucns 
of transportetion via the Port Authority's bridges and tun.cls, the 
stvady increase in the number of riders rosultod in overtaxing som 
ef the terminals during feck hours. 

To help solve this problem a union bus terminel was proposed 
more than ten years ago. No doubt, we all know ccuntrics were such 
&@ proposal might nave been followed by fastur action. Unfortunately, 
speedy action is not synonymous with sound, constructive cction, In 


a democratic country, any important undertaking is dependent for its 


success not only upon carelul planning, which takes tinic, but upon its 








Sion 


sd 
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genuin. acceptance by thos. concerned. an exccll.nt oxu.pl- of 
this spirit of coopr:.tion rither than coercion was furnished to the 


bus industry by Port aAutnority officials in our early talks vith th 
vwnen they said: "No bus co .peny will be obligud to use the Port 
juthority Terminal. It will be made so attractive that no co.wany 
will be able to afiord to st..y out of it," 

The marnificunt tcmainal plans, so ccrefully and well pre- 
pared by the Port sutnority staff, are aipl: proof that cho co pleted 
structure will fully carry out this early promise, 

New York Jity's percnnial traffic oroblen has been rather 
prominent in th. mws r-ecntly. It se us es thouch al.ost vv rybody who 
hes cver driv.n a caer or cross.d a street has a solution to offer. I 


an sures j.ayor O'Dwyer will be relicv..d to lmer what | a1 about to 


“ 
o 


I hav. no solution for the traffic problom - - ~ unless it be the sinple 
0; f toing away with all traffic. 

A few people are voing to bu dissappointed in th: new t-rainal 
ontlc had ths dstekon notion thet the p.moval of int.rcity buss 
fron midlo.n streets would vlininat. midtown congestion. That con- 
eustion  .xist d long b fore intercity buses eom:snced operations; it 


will t ith us long after inturcity buses stop using midtown strvvts, 


wvery class of vehicle adds *o strect consestion--the taxi, 


th private automobii, the truck and the ‘busy In cvalu.ting tie 

rlativ. importir f pass ngcr - carrying v.hicles, it snowle be 

rome red t t s is equivalent, from a traffic viewpoint, 
four priv-t op np-rcors, it carrive from 12 to 15 tins wor 
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pass.ne.rs. This important advintis. of the mass-truisport:.tion 


vehicl is often lost sirht of, 


ost Of th intercity buses off midtown structs; it will crovide 
beautiful, comfortable and convenient centcr for bus riders; it wilj 
substantially recuc. travel time for «ost bus pass-n--rs; and, w eXPcet, 
it will result in ov.reall ccononics and thus dbrin uchen.cdid fincn. 

cial relief to a hard-pr.ss.:d industry. e «iow that pullic offiegals, 


bus rider the bus industry and the peopl. of Llis vit: are poling to 


~ 
t 
- 


be v-ry proud of th. mw bus tuminal. it sA4lL o. a worthy additi 


tothe groving list of notople achievorucnts of The Port of i York 


th. tunds of so nightly qalified cn a-.néy as %)} rt Fa o¥e J 

all our dealines with thes. officials-e-and th -y t lor -- 

Ww Vv ‘ nae - NOst .- Pp t nt, ” on l nd r ‘ ' 
On & lf of int rcity ous ce nics yJlt ‘ ppor- { 

tunity ¢ ¥ a = > ima = eierian *¢e . - i ’ ” 

VUNI LU to xpr-_es at OSU s2nccr z oe ve } ) Avot sy if : a 


t sound, tusin.sslike tr stunt wo breve me-ivid fi vor. 
his aduinistration. t 


To Th. Port of York autwority 1s. 73 contin. ir 1 


@xc.llent work -nd full speed ahead, & 
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Addrees by 
A. T. Warner, General Manager 
Public Service Interstate Transportation Company 
Luncheon 
Ground Srvaking Ceremonies Port Authority Bus Terminal 
Hotel Statler, New York 
Thursday, Jarmary 27, 1949 - 12:00 Noon 


our hopes are marching on -! 

foday we have seen something happen for which we have been hoping and 
dashing and daring to anticipate for fany many years.- Ground has actually 
been broken for our new terminal and now construction may begin. 

The bus situation betwen the Northern New Jursey metropolitan 
area and New York City is intricate and highly competitive. However, in 
@ite of this competitive feature 1 am very muro that all the operators 
interested in our job of bringing people from North Jerscy to New York 
have sincerely cooperated with the Port Authority in their preparations 
for their bus terminal and I know that all of us will continue to do so. 

The bus business from this suburben areca of Now Jersey has 

} grown with rapid strides. We can all remomber wien they had the terminals 
in back of tho hotels, like the_alley in back of the Astor, and a similar 
alley in back of the old Waldorf. 

The growth of ‘the business is clearly shown if wo look back at 

, te figures for tho past twenty years. In 1G@B, tuses operating betwen 
mburban North Jersey and Mew York City carried through the Holland Tunnel 
m average daily load of 8,500 passengers. 

Pive years later, in 1933, the George Washington Bridge had been 
openod and the gaily load (on both) became 36,000 passengers per day. 

In 1938, wdth the Lincola Tunnel afided in its early days of 


operation, people carried daily were 59,000 on phe thrve facilities. 
— 3 } ‘yy 


é 








PORT OF NEW YORK AUTHORITY 





_ In, 1943, the total was 117,000 and last yer, in 1948, the 
New Jers.) vuses carrisd 165,000 people daily back and forth. 

If we take out the 40,000 who use the Georg. wosningten Srid 
we have left about 415,000 through the Hollened Tunuel aid over 105, OH 
threugh the Lincoln Tunnel or over 60,000 people in wach direction 
(120,000 both ways) who will use tho new terminal. We believe that this 
union terminal will stabilize and unify our bus busincss to a large digre 
that traffic wili continuc to grow as it has grown and thut beiore many 
years heave pessed, aided facilities for new termincls wil: nv. to be mace 
aveileble. Kumember that in the last 20 years, th: volune of this cusiness 
has expended nearly 20 times and in the past 10 years it has triplod, 


Now, our buses will be able to be removed from the tcrrible 


wa 
‘ 
3 
w 
e 
~ 
~ 
i 
~ 


traffic congestion of New York City streets. ali 
this,- the rolice Department wili lik. it, and all our potrons will like 
it. We will be able to sve from Ziv. to twenty minutes pr trip, and 
give a better, faster, more ecomfortcble and pleasanter trip to our patrers, 
i am sure that wo all fveal wm finally heave a proper terminal at 
a reasonable location with eygual rights and equal opportunities for all of 


us, and we are wlad to continu. to cooperate with the City and the Port ‘ 


Authority to maxe the completion and ths operation of this macnific-nt 

undertaking thg grect success that it will be, ) 
With cll duc reverence, my ming gocs bick to that grand old song, 

“The Battle Hymn of the icpublic," and to peraphrase tmt a Littl :- 

Mine eyes heve seon the glory of the Spady wort of C'Dvyer, 


They are building us a terminal, watch it crow high and higher, 


With Cullaan, Byrn and Tobin sitting round to help the Mayor, 


Our hopes ere marching on!l 
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PORT OF NEW YORK AUTHORITY 


STATE OF NEW YORK 





™~ 


Nos. 786, 1135 * Int. 765 


IN ASSEMBLY °™ 


January 29, 1945 


Introduced by Mr. STEPIIENS—read once and referred to the 


Committee on Ways and Means—committee discharged, bill 
amended, ordered reprinted us amended and recommitted to said 
committee 


AN ACT 


To facilitate the financing, establishment, maintenance and 


operation of terminal facilities by the port of New York 
authority, by amending chapter forty-eight of the laws of 
New York of nineteen hundred thirty-one, entitled “An act 
regulating the use of revenues received by the port of New 
York authority from or in connection with the operation of 
terminal and transportation facilities,” to remove certain 
limitations from, the power of the port of New York authority 
to pledge its general reserve fund, upon the adoption by the 
state of New Jersey of similar amendments to the corre- 
sponding New Jersey state statute; by making certain obliga- 
tions of the port of New York authority securities in which 
public officers, banks and others may legally invest bonds 
and which may be deposited as security with public officers 
and agencies; and by a grant of the power of eminent 
domain 


The People of the State of New York, represented in Senate and 


Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey 


herein, in accordance with section four of this act, section one 
of chapter forty-eight of the laws of New York of nineteen hundred 


thirty-one, entitled ‘‘An act regulating the use of revenues received 


ExPLanaTION — Matter in italica is new; matter in brackets [ ] is old law te 
be omitted. 
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PORT OF NEW YORK AUTHORITY 1263 
by the port of New York authority from or in connection with the 
operation of terminal and transportation facilities,’’ and section 
$2:1-141 of the revised statutes (being section one of chap- 
ter five of the laws of New Jersey of nineteen hundred thirty- 
one, and section one of the act entitled ‘‘An act regulating the 
use of revenues‘received by the port of New York authority from 
or in connection with the operation of terminal and transportation 
facilities,’’ approved March second, nineteen hundred thirty-one), 
are each hereby amended to read as follows: 

Section 1. As used in this act: 

(a) ‘‘Port authority’’ means the port of New York authority 
created by the compact of April thirtieth, nineteen hundred twenty- 
one, between the states of New York and New Jersey. 

(b) ‘*‘Bonds legal for investment’’ means bonds or other obliga- 
tions or securities of the port authority, in which savings banks 
in both of the two said states are now or may hereafter be authorized 
to invest funds within their control[; but until otherwise deter- 
mined by the two said states shall not include bonds or other obli- 
gations issued for union terminal freight station or steamship or 
marine terminal purposes other than those issued for the estab- 
lishment, acquisition, construction or effectuation of the first three 
union terminal freight stations in New York city, New York, a 
steamship or marine terminal in Jersey City, New Jersey, and a 
steamship or marine terminal in Hoboken, New Jersey]. 

(c) ‘‘Terminal and/or transportation facilities’? means terminal 
and/or transportation facilities as used in the said compact of April 


thirtieth, nineteen hundred twenty-one. 
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4 PORT OF NEW YORK AUTHORITY 


(d) ‘‘Surplus revenues’’ means, in the case of each terminal or 
transportation facility, the balance of the revenues therefrom 
remaining atAny time currently in the hands of the port authority 
after the deduction of the current expenses of the operation and 
maintenance thereof, including a proper proportion of the general 
expenses of the port authority, and after the deduction of any 
amounts which the port authority may or shall be obligated or 
may or shall have obligated itself to pay to or set aside out of 
the current revenues therefrom for the benefit of the holders of 
any bonds legal for investment, and after the deduction of any 
amounts currently due to the two said states on account of any 
advances made by the two said states to the port authority in aid of 
the effectuation of such terminal or transportation facility. 

§ 2. The bonds or other obligations which may be issued by the 
port of New York authority (hereinafter called the port author. 
ity) from time to time to provide funds for the establishment, 
acquisition and rehabilitation of motor truck terminals (by which 
are meant terminals consisting of one or more platforms, sheds, 
buildings, structures, facilitieseor improvements necessary, con- 
venient or desirable in the opinion of the port authority for the 
accommodation of motor trucks for the loading or unloading of 
freight upon or from motor trucks or the receipt, delivery, stor- 
age or handling of freight transported or to be transported by 
motor trucks or the interchange or transfer thereof between car- 
riers) located at such point or points within the port of New York 


district as the port authority may deem to be desirable and in the 


public interest, or for the acquisition of real or personal property 
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PORT OF NEW YORK AUTHORITY 1265 
in connection therewith, or for any other purpose in connection 
with the establishment, acquisition, construction, rehabilitation, 
maintenance or operation of such truck terminals or any of them, 
‘are hereby made securities in which all state and municipal officers 
,and bodies, all banks, bankers, trust companies, savings banks, 
building and loan associations, savings and loan associations, invest- 
ment companies and other persons carrying on a banking busi- 
ness, all insurance companies, insurance associations, and other 
persons carrying on an insurance busiziess, and all administrators, 
executors, guardians, trustees and other fiduciaries, and all other 


persons whatsoever, who are now or may hereafter be authorized 


12 to invest in bonds or other obligations of the state, may properly 


l¢ 
15 
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17 
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19 


and legally invest any funds, including capital, belonging to them 
or within their control; and said obligations are hereby made 
securities which may properly and legally be deposited with and 
shall be received by any state or municipal officer or agency for 
any purpose for which the deposit of bonds or other obligations 
of this state is now or may hereafter be authorized. 

§ 3. If, for the purpose of cffectuating, acquiring, construct- 
ing, rehabilitating or improving any motor truck terminal, the 
port authority shall find it necessary or convenient to acquire any 
real property, as herein defined in this state, whether for immedi- 
ate or future use, the port authority may find and determine that 
such property, whether a fee simple absolute or a lesser interest, 
is required for public use, and upon such determination, the said 
property shall be and shall be deemed to be required for such 


public use until otherwise determined by the port authority. 
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1266 PORT OF NEW YORK AUTHORITY 


If the port authority is unable to agree for the acquisition ot 
any such real property for any, reason whatsoever, then the port 
authority may acquire and is hereby authorized to acquire sueh 
property, whether a fee simple absolute or a lesser interest, by 
condemnation or the exercise of the right of eminent domain under 
and pursuant to the provisions of the condemnation law of this 
state, except as other provision is made by the terms of this act. 

The power of the port authority to acquire real property by con- 
demnation hereunder shall be a continuing power, and no exercise 
thereof shall be deemed to exhaust it. 

Anything in this act to the contrary notwithstanding, no prop. 
erty now or hereafter vested in or held by the state or any county, 
city, borough, village, township or other municipality shall be 
taken by the port authority, without the authority or consent of 
the state or of such county, city, borough, village, township or 
other municipality as provided in the compact of April thirty, 
nineteen hundred twenty-one, between the states of New York 
and New Jersey, nor shall anything herein impair or invalidate 
in any way any bonded indebtedness of the state, or such county, 
city, borough, village, township or other municipality, nor impair 
the provisions of law regulating the payment into sinking funds 
of revenue derived from municipal property, or dedicating the 
revenues derived from municipal property, to a specific purpose. 
Moreover, no property devoted to public use by any railroad or 
railway corporation, or public utility corporation, or by any other 


corporation, shall be taken by the port authority without the 


authority or consent of such corporation. The port authority is 
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PORT OF NEW YORK AUTHORITY 1267 
bereby authorized and empowered to acquire from-any such county, 
city, borough, village, township or other municipality, or from any 
other public agency or commission having jurisdiction in the prem- 
ises, or from any such corporation, by agreement. therewith, and 
such county, city, borough, village, township, municipality, pub- 
lic agency, commission, or corporation, notwithstanding any con- 
trary provision of law, is hereby authorized and empowered to 
grant and ausie upon reasonable terms and conditions ane: real 
property, which may be necessary for the establishment, construc- 
tion, acquisition, rehabilitation, maintenance and operation of 
such truck terminals, including such real property as has already 
been devoted to a public use. 

The port authority and its duly authorized agents and employees 
may enter upon any land in this state for the purpose of making 
such surveys, maps, or other examinations thereof as it may deem 
necessary or convenient for the purposes of this act. 

In the event that the port authority shall deem that the use 
by it of any such real property for any purpose hereunder will 
be necessary either immediately or at a definite future date, it 
may serve, with the petition in condemnation or at any time 
thereafter, a notice that it desires the possession thereof, either 
immediately or at a inte specified in such notice. In such event, 
the port authority shall cause a duplicate of such notice and an 
affidavit of the service thereof, together with duplicates of said 
petition and the notice of presentation thereof and a duplicate 


affidavit of the service thereof, to be recorded in the office in which 


deeds are recorded in the county wherein the land involved is 
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situated, and such recording shall be prima facie evidence of the 
due service of such petition and notices. Upon wi recording, 
the port authority may enter upon and/or shall be entitled 
the possession, use and/or occupation of such real property at the 
time specified in said notice, provided that it shall first deposit 


with the court a sum equal to the assessed valuation of such real 


property, or in the event that the assessed valuation thereof cap. 


not be readily ascertained, such sum as in the judgment of the 
port authority shall be sufficient as compensation for the real 
property acquired. The recording of said petition and notices 
as hereinbefore provided shall be conclusive evidence of the entry 
upon and appropriation of such real property at the time speci- 
fied. The sum so deposited with the court shall be applied as pro- 
vided in section twenty-four of the condemnation law. When the 
recording of such petition and notices and affidavit, as provided 
in this section has been completed, and the deposit therein pre- 
scribed made with the court, the owner or person in possession 
of such real property shall upon demand of the port authority 
deliver possession thereof to it, and in case possession is not 
delivered when demanded, the port authority may apply to the 
court without notice upon proof of such demand and the non- 
compliance therewith, for an order requiring the sheriff to put 


the port authority into possession of such real property. Such an 


order must be executed as if it were an execution for the delivery 


of the possession of the property. 


The term ‘‘real property’’ as used in this act is defined to include 


lands, structures, franchises and interests in land, including lands 
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PORT OF NEW YORK AUTHORITY 1269 
under water and riparian rights, and any und all things and rightall 
usually included within the said term, and includes not only fag 
simple absolute but also any and all Jesser interests, such a 
easements, rights of way, uses, leases, licenses sad all other incor« 
yoreal hereditaments and every estate, interest or right, legal 
cr equitable, including terms of years, and liens thereon by way of 
judgments, mortgages or otherwise, and also claims for asain 
to real estate. 

§ 4. This act shall take effect upon the enactment into law by 
the state of New Jersey of legislation having the identical effect 
with section one of this act, but if the state of New Jersey ‘shall 


have already enacted such legislation, this act shall take effect 


im .nediately. 
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No. 1364 Int. 1286 


THe Lipeany o 


IN ASSEMBLY feat 


— ———, 


February 6, 1946 eon soure 


>. 


Introduced by Mr. STEPIIENS—read once and referred to the 
Committee on Ways and Means 


AN ACT 


Agreeing with the state of New Jersey upon the repayment by 
the port of New York authority of moneys advanced for 
preliminary studies upon and in aid of the construction of 
the Outerbridge crossing, the Goethals bridge and the 
‘Bayonne bridge 


The People of the State of New York, represented in Senate and 
Assembiy, do enact as follows: 


Section 1. The states of New York and New Jersey having 
heretofore advanced sums aggregating one hundred forty-nine 
thousand nine hundred eighteen dollars and twenty cents and 
one hundred fifty thousand dollars, respectively, to the port of 
New York authority (herein called the port authority) for pre- 
liminary studies upon the interstate vehicular bridges now known 


as the Outerbridge crossing, the Goethals bridge and the Bayonne 


bridge, pursuant to agreements between the two states that said 


ExrtanaTion — Matter in italice is new; matter in brackets [ ) ts olf law te 
be omitted. 








PORT OF NEW YORK AUTHORITY 1271 
1 moneys should be paid back when the construction debt has been 
2 amortized, and said two states having advanced further sums 
8 aggregating four million dollars each in aid of the construction of 
o 4 said bridges pursuant to agreements between the two states that 
5 said moneys should be paid back out of bridge revenues in specified 
6 annual installments, if and when earned over prior charges, and 
7 the revenues from said brjdges having been insufficient to permit 
8 any such payments-up to the present time but the port authority 
9 being in a position to fund its obligations to pay back said appropri- - 
10 ations, now, therefore, upon the concurrence of the state of New 
ll Jersey as provided ‘in section eight hereof, the states of New York 
12 and New Jersey hereby agree that the obligations of the port 


13 authority to pay back said moneys may be satisfied and discharged 


w 


’ 14 by the delivery to the two states of bonds or moneys, or both, in 
15 an aggregate principal amount equal to said appropriations, as 
16 hereinafter provided. 

17 § 2. Bonds, or moneys, or both, in an aggregate principal amount 
18 of two million fifty thousand dollars shall be delivered to each 
19 state within three months after the date on which this act and the 
concurrent act of the state of New Jersey take effect. Within fifteen 
months after the date on which this act and the concurrent act of 


the state of New Jersey take effect, an additional two million ninety- 


aggregate principal amount of bonds or moneys, or both, shall be 


20 
21 
22 
23 nine thousand nine hundred eighteen dollars and twenty cents in 
24 
25 delivered to the state of New York and an additional two million 
26 


one hundred thousand dollars in aggregate principal amount of 


2 bonds, or moneys, or both shall be delivered to the state of New 
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Jersey provided, that if, in the opinion of the commissioners of the 
port authority, financial conditions are such as to make it desirable 


to postpone such delivery, then delivery of said additional amounts 


shall be postponed in whole or in part until such time, not later 


than five years from the effective date of this act, as in the judgment 
of said commissioners financial conditions permit such delivery, 

The port authority shall determine whether payments made pur. 
suant to this act and the concurrent act of the state of New Jersey 
shall be made by the delivery of bonds or of moneys, or both, and, 
if both, in what proportions. The moneys may, at the option of 
the port authority, be paid in cash or by check. Delivery of bonds 
or moneys to the state of New York shall be made by delivering or 
tendering delivery thereof to the comptroller of the state of New 
York at his office at Albany during regular business hours. Delivery 
of bonds or moneys to the state of New Jersey shall be made by 
delivering or tenderin, delivery thereof to the state treasurer at his 
office at Trenton during regular business hours. 

§ 3. The bonds delivered to the two states pursuant to this act 
and the concurrent act of the state of New Jersey shall be direct 
and general obligations of the port authority, and its full faith 
and credit shall be pledged for the prompt payment of the prin- 
cipal and interest thereof. The payment of the principal and 
interest thereof shall be secured by the general reserve fund of the 
port authority, authorized by chapter forty-eight of the laws of 


New York of nineteen hundred thirty-one and chapter five of the 


26 laws of New Jersey of nineteen hundred thirty-one; and said gen- 


27 


eral reserve fund shall be pledged as security for the payment of the 
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principal and interest of said bonds and for the fulfillment of other 


9 undertakings assumed by the port authority to or for the benefit 
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of the holders of said bonds. Such pledge, however, shall be subject 
to the right of the port authority to pledge said general reserve 
fund as security for any other bonds, notes or evidences of indebted- 
ness whatsoever hereafter issued by the authority as security for 
which it may at the time be authorized to pledge the said general 
reserve fund, and also subject to the right of the port authority to 
use the moneys in said general reserve fund to meet, pay or other- 
wise fulfill any of its obligations under or in connection with any 
bonds, notes or other evidences of indebtedness as security for which 
said general reserve fund has heretofore been or is now pledged or 
for which said general reserve fund may hereafter be pledged. 
Moreover, no greater rights in or to said general reserve fund shall 
be granted to or conferred upon the holders of the bonds delivered 
to the two states pursuant to this act and the concurrent act of 
the state of New Jersey than have been granted to and conferred 
upon the holders of general and refunding bonds of the port author- 
ity issued pursuant to the resolution of the port authority adopted 
March eighteenth, nineteen hundred thirty-five, and amended 
March twenty-fifth, nineteen hundred thirty-five and September 
sixteenth, nineteen hundred forty-three. 

The bonds delivered to the two states pursuant to this act and 
the concurrent act of the state of New Jersey shall be dated as of 
a date not more than thirty days subsequent to the date on which 
delivery is made or tendered, shall mature forty years from their 


date, and shall bear interest at the rate of one and one-half per 
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eentum per annum. Said bonds shall be subject to redemption 
at the option of the port authority, in whole or in part, on any 
interest payment date or dates at one hundred per centum of their 
par value, plus accrued interest to the date set for redemption, 

Except as hereinbefore specificially provided, the port authority 
shall, by resolution, determine the form, characteristics and al] 
other matters in connection with said bonds, including without 
limiting the generality hereof, the denominations in which they 
shall be issued, provisions with respect to the exchange of bonds 
of one denomination into benieat another denomination, provisions 
with respect to the issuance of temporary bonds and the exchangs 
thereof for definitive bonds, provisions with respect to the estab. 
lishment of a sinking fund or sinking funds and for the use of 
the moneys in sinking fund or sinking funds and for the use of 
their maturity, provisions with respect to the place of payment, 
provisions with respect to notice of redemption, provisions with 
respect to the paying agent or the registrar and provisions with 
respect to the method of signature. 

§ 4. The bonds delivered by the port authority to either or both 


states pursuant to this act and the concurrent act of the state of 


New Jersey, and any bonds, notes or other evidences of indebted. | 


ness issued by the authority to provide moneys with which to make 


payments to either or both states pursuant to this act and the con 


current act of the state of New Jersey, are hereby made securities, ; 


in which all state and municipal officers and bodies of both states, 


all banks, bankers, trust companies, savings banks, building and 


loan associations, savings and loan associations, investment com | 
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{ panies and other persons carrying on a banking business, all insur- 


n 
y 9 ance companies, insurance associations and other persons carrying 
, | $ onan insurance business, and all administrators, executors, guard- 
4 ians, trustees and other fiduciaries, and all other persons whatso- | 
y § ever, who are now or may hereafter be authorized by either state 
1 § to invest in bonds or other obligations of such state, may properly 
it 7 and legally invest any funds, including capital, belonging to them 
7 § or within their control; and said obligations are hereby made 
is 9 securities which may properly and legally be deposited with and 
= 10 shall be received by any state or municipal officer or agency of 
11 either state for any purpose for which the deposit of bonds or other 
12 obligations of such state is now or may hereafter be authorized. 
of 13 § 5. The first two million fifty thousand dollars paid to each 
of 14 state pursuant to this act and the concurrent act of the state of 
rt, 15 New Jersey shall be deemed to be on account of the moneys 
th 16 advanced by such state for preliminary studies upon and in aid of 
7 the construction of the Bayonne bridge (formerly known as the 
18 Kill von Kull bridge) ; and from and after the date on which the 
th i) port authority shall have delivered to each state pursuant to this 
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act and the concurrent act of the state of New Jersey, bonds or 
moneys or both in the aggregate principal amount of two million 
fifty thousand dollars, the duty and obligation of the port authority 
to pay back to the two states the moneys advanced for preliminary 


studies upon and in aid of the construction of said bridge by 


ies, 

e4, chapter two hundred seventy-nine of the laws of New York of 
nd nineteen hundred twenty-six, chapter ninety-seven of the laws 
» | 27 of New Jersey of nineteen hundred twenty-five, chapter three 
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hundred of the laws of New York of nineteen hundred twenty-seven 
and chapter three of the laws of New Jersey of nineteen hundred 
vienipieiee: together with the claims of the two states and of 
each of them for such repayment, shall be and shall be deemed to 
be fully satisfied and discharged, and any lien or claim of the two 
states or either of them upon the tolls and revenues of the said 
bridge arising out of, under or because of the aforesaid statutes 
shall be and shall be deemed to be void and without force or effect, 

§ 6. After the payment of the first two million fifty thousand 
dollars to each state, the sissttiie amounts paid to each state pursu- 
ant to this act and the concurrent act of the state of New Jersey 
shall be deemed to be on account of the moneys advanced by such 
state for preliminary studies upon and in aid of the construction 
of the Outerbridge crossing (formerly known as the Perth Amboy. 
Tottenville bridge) and the Goethals bridge (formerly known as the 
Elizabeth-Howland Hook bridge) ; and from and after the date on 
which pursuant to this act shia the concurrent act of the ats of 
New Jersey the port authority shall have delivered bonds or 
moneys, or both, to the state of New York in the aggregate prinei- 
pal amount of two million ninety-nine thousand nine hundred 
eighteen dollars and twenty cents and to the state of New Jersey 
in the aggregate principal amount of two million one hundred 
thousand dollars, in each case in addition to the first two million 
fifty thousand dollars paid to such state under and pursuant to | 
this act and the concurrent act of the state of New Jersey, then 


the duty and obligation of the port authority to pay back to the 


two states the moneys advanced for preliminary studies upon and | 
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in aid of the construction of said two bridges by chapters one 
hundred eighty-six and two hundred thirty of the laws of New York 
of nineteen hundred twenty-four, chapters one hundred twenty- 
five and one hundred forty-nine of the Jews of New Jersey of 
nineteen hundred twenty-four, chapter two hundred ten of the 
laws of New York of nineteen hundred twenty-five and chapter 
thirty-seven of the laws of New Jersey of nineteen hundred twenty- 
five, together with the claims of the two states and of each of them 
for such repayment, shall be and shall be deemed to be fully satis- 
fied and discharged, and any lien or claim of the two states or 
either of them upon the tolls and revenues of said bridges arising 
out of, under or because of the aforesaid statutes shall be and shall 
be deemed to be void and without force or effect. 

§ 7. All bonds or moneys, or both, delivered by the port authority 
to the comptroller of the state of New York pursuant to this act 
shall be deposited by him in the post-war reconstruction fund in 
the state treasury. 

§ 8. This act shall take effect when the state of New Jersey 
concurs herein by enacting into law legislation (herein called the 
concurrent act of the state of New Jersey) having an identical 
effect with sections one to six, inclusive, of this act: but if the 
state of New Jersey has already enacted such legislation, this act 


shall take effect immediately. 
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No. 1365 Int. 1287 
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IN ASSEMBLY FEB LIS 
rT Si 


February 6, 1946 


7 


Introduced by Mr. STEPHENS—read once and referred to the 
Committee on Ways and Means 


AN ACT 


To facilitate the financing and effectuation of motor bus termi- : 
nals by the port of New York authority and agreeing with . 
the state of New Jersey with respect thereto 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey as 
provided in section six hereof, the states of New York and New 
Jersey hereby agree that the’ moneys in the general reserve fund 
of the port of New York authority (herein called the port author- 
ity), authorized by chapter forty-eight of the laws of New York 
of one thousand nine hundred thirty-one and chapter five of the 
laws of New Jersey of one thousand nine hundred thirty-one, 
as amended, may be pledged in whole or in part by the port 
authority as security for or applied by it to the repayment with 


interest of any moneys which it may raise upon bonds, notes or 
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other obligations or evidences of indebtedness, issued by it from 


ExriavatTion — Matter in italics is new; matter in brackets [ ) is olf law te 
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time to time to provide funds for the establishment, acquisition 
or rehabilitation of motor bus terminals (by which. are meant 
terminals consisting of one or more buildings, structures, improve- 
ments, loading or unloading areas, parking areas or other facili- 
ties, necessary, convenient or desirable in the opinion of the port 
authority for the accommodation of omnibuses and other motor 
vehicles operated by carriers engaged in the transportation of 
passengers, or for the loading, unloading, interchange or transfer 
of such passengers or their baggage, or otherwise for the accom- 
modation, use or convenience of such passengers or such carriers 
or their employees) or for purposes incidental thereto; and that 
the moneys in said general reserve fund may be applied by the 
port authority to the fulfillment of any other undertakings which 
it may assume to or for the benefit of the holders of any of such 
bonds; and the two said states further agree that the port author- 
ity may acquire by condemnation or the right of eminent domain 
such res! property in each state as it may from time to time deem 
necessary for or in connection with the establishment, acquisition 
and rehabilitation of motor bus terminals. 

§ 2. The bonds, notes or other obligations or evidences of 
indebtedness issued by the port authority to provide funds for 
the establishment, acquisition and rehabilitation of motor bus 
terminals are hereby made securities in which all state and munic- 

/ 
ipal officers and bodies of both states, all banks, bankers, trust 
companies, savings banks, building and loan associations, savings 
and loan associations, investment companies and other persons 


carrying on a banking business, all insurance companies, insur- 
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ance associations and other persons carrying on an insurance bygj. 
ness, and all administrators, executors, guardians, trustees and 
other fiduciaries, and all other persons whatsoever, who are noy 
or may hereafter be authorized by either state to invest in bonds 
or other obligations of such state, may properly and legally invest 
any funds, including capital, belonging to them or within their 
control; and said obligations are hereby made securities which may 
properly and legally be deposited with and shall be received by 
any state or municipal officer or agency of either state for any 
purpose for which the deposit of bonds or other obligations of gueh 
state is now or may hereafter be authorized. 

§ 3. The establishment, maintenance and operation of motor 
bus terminals within the port of New York district are and will be 
in all respects for the benefit of the people of the states of New 
York and New Jersey, for the increase of their commerce and pros 
perity and for the improvement of their health and living condi- 
tions; and the port authority shall be regarded as performing an 
essential governmental function in undertaking the construction, 
maintenance and operation thereof and in carrying out the provi- 
sions of law relating thereto. 

§ 4. Any powers granted to the port authority by this act and 
the concurrent act of the state of New Jersey shall be regarded as 
in aid of and supplemental to and in no sense as a limitation upon 
any of the other powers vested in it by the two states or either of 
them ; and the port authority shall be authorized not only to estab- 


lish, acquire, rehabilitate, maintain, operate and from time to time 


improve motor bus terminals, but also to make incidental uses of 
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properties acquired for or in connection with motor bus terminals. 
§ 5. If, for the purpose of effectuating, acquiring, constructing, 


rehabilitating or improving any motor bus terminal, the port 


4 authority shall find it necessary or convenient to acquire any real 
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property, as herein defined, in this state, whether for immediate or 
future use, the port authority may find and determine that sh 
property, whether a fee simple absolute or a lesser interest, is 
required for public use, and upon such determination, the said 
property shall be and shall be deemed to be required for such public 
use until otherwise determined by the port authority; and ie 
the exceptions hereinafter specifically noted, the said determination 
shall not be affected by the fact that such property has thereto- 
fore been taken for, or is then devoted to, a public use; but the 
public use in the hands or under the control of the port authority | 
shall be deemed superior to the public use in the hands of any other 
person, association or corporation. 

If the port authority is unable to agree for the acquisition of 
any sch real property for any reason whatsoever, then the port 
authority may acquire and is hereby authorized to acquire such 
property whether a fee simple absolute or a lesser interest, by con- 
demnation or the exercise of the right of eminent domain under 
and pursuant to the provisions of the condemnation law of this 
state, except as other provision is made by the terms of this act. 

The power of the port authority to acquire real property by 
condemnation hereunder shall be a continuing power, and no 


exercise thereof shall be deemed to exhaust it. 


Anything in this act to the contrary notwithstanding, no prop- 
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erty now or hereafter vested in or held by the state or any county, 
city, borough, village, township or other municipality shall be taken 
by the port authority, without the authority or consent hte state 
or of such county, city, borough, village, township, or other 
municipality as provided in the compact of April thirtieth, nineteen | 


hundred twenty-one, between the states of New York and New 


, Jersey, nor shall anything herein impair or invalidate in any way 


any bonded indebtedness of the state, or such county, city, borough, 
village, township or other municipality, nor impair the provisions 
of law regulating the payment into sinking funds of revenne 
derived from municipal property, or dedicating the revenues 
derived’from municipal property to a specific purpose. The port 
authority is hereby authorized and empowered to acquire from any 
such county, city, borough, village, township or other municipality, 
or from any other public agency or commission having jurisdic 
tion in the premises, by agreement therewith, and such county, 
city, borough, village, township, municipality, public agency or 
commission, notwithstanding any contrary wemulaion of law, is 
hereby authorized and empowered to grant and convey upon 
reasonable terms and conditions, any real property, which may be 
necessary for the establishment, construction, acquisition, rehabili- 
tation, operation and maintenance of motor bus terminals, includ- 
ing such real property as has already been devoted to a public use. 

The port authority and its duly authorized agents and employees 
may enter upon any land in this state for the purpose of making 


such surveys, maps, or other examination thereof as it may deem 


necessary or convenient for the purposes of this act. 
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y;, 1 In the event that the port authority shall deem that the use by it 
‘0 9 of any such real property for any purpose hereunder will be 
te g necessary either immediately or at a definite future date, it may 
" gmrve, with the petition in condemnation or at any time there- 
n 


5 after, a notice that it desires the possession thereof, either imme- 


7 § diately or at a date specified in such notice. In such event, the 
} 
y 7 port authority shall cause a duplicate of such notice and an 
, § affidavit of the service thereof, together with duplicates of said 
’ 9 petition and the notice of presentation thereof and a duplicate 
’ 10 affidavit of the service thereof, to be recorded in the office in which 
7 11 deeds are recorded in the county wherein the land involved is 
12 situated, and such recording shall be prima facie evidence of the 
y 13 due service of such petition and notices. Upon such recording, 


h- ) 1M the port authority may enter upon and/or shall be entitled to the 


. 15 possession, use and/or occupation of such real property at the 
i 16 time specified in said notice, provided that it shall first deposit 
. 17 with the court a sum equal to the assessed’ valuation of such real 
. 18 property, or in the event that the assessed valuation thereof cannot 
' 19 be readily ascertained, such sum as in the judgment of the port 
~| 2 authority shall be sufficient as compensation for the real’ property 
b 21 acquired. The recording of said petition and notices as hereinbefore 
; - provided shall be conclusive evidence of the entry upon and appro- 
" 23 priation of such real property at the time specified. The sum so 
>] % deposited with the court shall be wale as provided in section 
$ 25 twenty-four of the condemnation law. When the recording of 
; 26 such petition and notices and affidavit, as provided in this section 
27 


has been completed, and the deposit therein prescribed made with 
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the court, the owner or person in possession of such real property 
shall upon demand of the port authority deliver possession thereof 
to it, and in case possession is not delivered when demanded, the 
port authority may apply to the court without wabis upon proof 
of such demand and the non-compliance therewith, for an order 
requiring the sheriff to put the port authority into possession 
of such real property. Such an order must be executed as if it were 
an execution for the delivery of the possession of the property, 
The term ‘‘real property’’ as used in this act is defined to inelnde 
lands, structures, franchises and interests in land, including lands 
under water and riparian rights, and any and all things and rights 
usually included within the said term, and includes not only fee 
simple absolute but also any and all lesser interests, such as ease 
ments, rights of way, uses, leases, licenses and all othef incorporeal 
hereditaments and every estate, interest or right, legal or equitable, 
including terms of years, and liens thereon by way of judgments, 
mortgages or otherwise, and also claims for damages to real estate, 
§ 6. This act shall take effect upon the enactment into law by 
the state of New Jersey of legislation having an identical effect 
with sections one to four, inclusive, of this act, but if the state of 


New Jersey shall have already enacted such legislation, this act 


shall take effect immediately. 
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Introduced by Mr. STEPHENS—read once and referred to the 
Committee on Ways and Means—reported from said committee 
with amendments, ordered reprinted as amended and placed on 
the order of second reading 


AN ACT 


To facilitate the financing and effectuation of a motor bus 
terminal by the port of New York authority and agreeing 
* 
with the state of New Jersey with respect thereto 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


> Section 1. Upon the concurrence of the state of New Jersey as . 
; provided in section six hereof, the states of New York and New 
F Jersey hereby agree that the moneys in the general reserve fund 
4 of the port of New York authority (herein called the port author- 
: ity), authorized by chapter forty-eight of the laws of New York 
g of one thousand nine hundred thirty-one and chapter five of the 
1 laws of New Jersey of one thousand nine hundred thirty-one, 
> as amended, may be pledged in whole or in part by the port 
g suthority as security for or applied by it to the repayment with 


BurtanaTrion — Matter ia itelice is new; matter in brackets [ ] ts old law te 
be omitted. 
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interest of any moneys which it may raise upon bonds, noteg or 
‘ 

other obligations or evidences of indebtedness, issued by it from 
time to time to provide funds for the establishment, acquisition 
or rehabilitation of a motor bus terminal (by which is meant a 
terminal consisting of one or more buildings, structures, improve. 
ments, loading or unloading areas, parking areas or other facili. 
ties, necessary, convenient or desirable in the opinion of the port 
authority for the accommodation of omnibuses and other motor 
vehicles operated by carriers engaged in the transportation of 
passengers, or for the loading, unloading, interchange or tranafer 
of such passengers or their baggage, or otherwise for the accom. 
modation, use or convenience of such passengers or such carriers 
or their employees) or for purposes incidental thereto; and that 
the moneys in said general reserve fund may be applied by the 
port authority to the fulfillment of any other undertakings which 
it may assume to or for the benefit of the holders of any of such 
bonds; and the two said states further agree that the port author. 
ity may acquire by condemnation or the right of eminent domain 
such real property in each state as it may from time to time deem 
necessary for or in connection with the establishment, acquisition 
and rehabilitation of such motor bus terminal. 

§ 2. The bonds, notes or other obligations or evidences of 
indebtedness issued by the port authority to provide funds for 
the establishment, acquisition and rehabilitation of such motor bus 
terminal are hereby made securities in which all state and munic- 


ipal officers and bodies of both states, all banks, bankers, trust 


companies, savings banks, building and loan associations, savings 








or 
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y and loan associations, investment companies and other persons 
9 carrying on a banking business, all insurance companies, insur- 
g ance associations and other persons carrying on an insurance busi- 
4 ness, and all administrators, executors, guardians, trustees and 
§ other fiduciaries, and all other persons whatsoever, who are now 
6 or may hereafter be authorized by either state to invest in borids 
7 or other obligations of such state, may properly and legally invest 
8 any funds, including capital, belonging to them or within their 
9 control; and said obligations are hereby made securities which may 
10 properly and legally be deposited with and shall be received by 
11 any state or municipal officer or agency of either state for any 
12 purpose for which the deposit of bonds or other obligations of such 
13 state is now or may hereafter be authorized. 
14 +§ 3. The establishment, maintenance and operation of such motor 
15 bus terminal within the port of New York district is and will be 
16 in all respects for the benefit of the people of the states of New 
17 York and New Jersey, for the increase of their commercg and pros- 
18 perity and for the inproventint of their health and living condi- 
19 tions; and the port authority shall be regarded as performing an 
20 essential governmental function in undertaking the construction, 
21 maintenance and operation thereof and in carrying out the provi- 
sions of law relating thereto. 
§ 4. Any powers granted to the port authority by this act and 
the concurrent act of the state of, New Jersey shall be regarded as 
ineaid of and supplemental to and in no sense as a limitation upon 


any of the other powers vested in it by the two states or either of 
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them ; and the port authority shall be authorized not only to estab-. 
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lish, acquire, rehabilitate, maintain, operate and from time to time 
improve such motor bus terminal, but also to make naling uses of 
properties acquired for or in connection with such motor bys 
terminal. 

§ 5. If, for the purpose of effectuating, acquiring, constructing, 
rehabilitating or improving such motor bus terminal, the port 
authority shall find it necessary or convenient to acquire any real 
property, as herein defined, in this state, whether for immediate or 
future use, the port authority may find and determine that such 
property, oie a fee simple absolute or a lesser interest, is 
required for public use, and upon such determination, the said 
property shall be and shall be deemed to be required for such public 
use until otherwise determined by the port authority; and with 
the exceptions hereinafter specifically noted, the said determination 
shall not be affected by the fact that such property has thereto. 
fore been taken for, or is then devoted to, a public use; but the 


publie use in the hands or under the control of the port authority 


shall be deemed superior to the public use in the hands of any other | 


person, association or corporation. 

If the port authority is unable to agree for the acquisition of 
any such real property for any reason whatsoever, then the port 
authority may acquire and is on authorized to acquire such 
property whether a fee simple absolute or a lesser interest, by con- 
demnation or the exercise of the right of eminent domain under 
and ‘pursuant to the provisions of the condemnation: law of this 


state, except as other provision is made by the terms of this act. 


Anything in this act to the contrary notwithstanding, no prop- 
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erty now or hereafter vested in or held by the state or any county, 
city, borough, village, township or other municipality shall be taken 
by the port authority, without the authority or consent of the state 
or of such county, atin borough, village, township, or other 
municipality as provided in the compact of April thirtieth, nineteen 
hundred twenty-one, between the states of New York and New 
Jersey, nor shall anything herein impair or invalidate in any way 
any bonded indebtedness of the state, or such county, city, borough, 
village, township or other municipality, nor impair the provisions 
of law regulating the payment into sinking funds of revenue 
derived from municipal property, or dedicating the revenues 
derived from municipal property to a specific purpose. The port 
authority is hereby authorized and empowered to acquire from any 
such county, city, borough, village, township or other municipality, 
or from any other public agency or commission having jurisdic- 
tion in the premises, by agreement therewith, and such county, 
city, borough, village, township, municipality, public agency or 
commission, notwithstanding any contrary provision of law, is 
hereby authorized and empowered to grant and convey upon 
reasonable terms and conditions, any real property, which may be 
necessary for the establishment, construction, acquisition, rehabili- 
tation, operation and maintenance of such motor bus terminal, 
including such real property as has already been devoted to a public 
use. | 

The port authority and its duly authorized agents and employees 
may enter upon any land in ihis state for the purpose of making 


such surveys, maps, or other examinatidn thereof as it may deem 


28 necessary or convenient for the purposes of this act. 
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In the event that the port authority shall deem that the use by it 
of any such real property for any purpose hereunder will be 
necessary either immediately or at a definite future date, it may 
serve, with the petition in condemnation or at any time there. 
after, a notice that it desires the possession thereof, either imme. 
diately or at a date specified in such notice. In such event, the 
port authority shall cause a duplicate of such notice and an 
affidavit of the service thereof, together with duplicates of said 
petition and the notice of presentation thereof and a duplicate 
affidavit of the service thereof, to be recorded in the office in which 
deeds are recorded in the county wherein the land involved is 
situated, and such recording shall be prima facie evidence of the 
due service of such petition and notices. Upon such recording, 
the port authority may enter upon and/or shall be entitled to the 
possession, use and/or occupation of such real property at the 
time specified in said notice, provided that it shall first deposit 
with the court a sum equal to the assessed valuation of such real 
property, or in the event that the assessed valuation thereof cannot 
be readily ascertained, such sum as in the judgment of the port 
authority shall be sufficient as compensation for the real property 
acquired. The recording of said petition and notices as hereinbefore 
provided shall be conclusive evidence of the entry upon and appro- 
priation of such real property at the time specified. The sum so 
deposited with the court shall be applied as provided in section 
twenty-four of the condemnation law. When the recording of 


such petition and notices and affidavit, as provided in this section 


has been completed, and the deposit therein prescribed made with 
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the court, the owner or person in possession of such real property 
shall upon demand of the port authority deliver possession thereof 
to it, and in case possession is not delivered when demanded, the 
port authority may apply to the court without notice upon proof 
of such demand and the non-compliance therewith, for an order 
requiring the sheriff to put the port authority into possession 
of such real property. Such an order must be executed as if it were 
an execution for the delivery of the possession of the property. 

The term ‘‘real property’’ as used in this act is defined to include 
lands, structures, franchises and interests in land, including ‘lands 
under water and riparian rights, and any and all things and rights 
usually included within the said term, and includes not only fees 
simple absolute but also any and all lesser interests, such as ease- 
ments, rights of way, uses, leases, licenses and all other incorporeal 
hereditaments and every estate, interest or right, legal or equitable, 
including terms of years, and liens thereon by way of judgments, 
mortgages or otherwise, and also claims for damages to real estate. 

§ 6. This act shall take effect upon the enactment into law by 
the state of New Jersey of legislation having an identical effect 
with sections one to four, inclusive, of this act, but if thé state of 
New Jersey shall have already enacted such legislation, this act 


shall take effect immediately. 
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No. 2056 Int. 1923 | / 


IN ASSEMBLY 


February 18, 1947 


Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


To facilitate the development by the Port of New York Author- 
ity of marine terminals, and agreeing with the state of 
New Jersey with respect thereto 


The People of the State of New York, represented im Senate ond 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey as 
provided in section six hereof, the states of New York and New 
Jersey hereby agree that municipalities, as hereinafter defined, 
located in the state of New Jersey and within the Port of New 
York District shal] be and they hereby are authorized to cooperate 
with the Port af New York Authority (hereinafter called the 
Port Authority) in the development of marine terminals, and the 
two said states further agree that the state of New Jersey may 
authorize the Port Authority to acquire by condemnation or the 
exercise of the right of eminent domain real property in the state 
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of New Jersey necessary, convenient or desirable for marine ter- 
minal purposes, under and pursuant to the revised statutes of New 
Jersey, Title 20:1-1, et seq., or at the option of the Port Author- 
ity, pursuant to such other or alternate procedure as may be 
provided by law by such state. 

§ 2. Nothing herein contained shall be construed to authorize 
the Port Authority to acquire any marine terminal owned or 
operated by any municipality or any other property now or here 
after vested in or held by any municipality, without the author- 
ity or consent of such municipality as provided in the compact 
of April thirtieth, nineteen hundred twenty-one, between the 
States of New York and New Jersey, nor shall anything herein 
impair or invalidate in any way any bonded indebtedness of the 
state, or any municipality, nor impair the provisions of law 
regulating the payment into sinking funds of revenue derived 
from municipal property, or dedicating the revenues derived 
from municipal property to a specific purpose. 

§ 3. The following terms as used herein shall mean: 

‘‘Marine terminals’’ shall mean developments, consisting of 
one or more piers, wharves, docks, bulkheads, slips, basins, vehi- 
cle roadways, railroad connections, side tracks, sidings or other 
buildings, structures, facilities or improvements, necessary or 
convenient to the accommodation of steamships or other vessels 
and their cargoes. or passengers. 

‘*Marine terminal purposes’’ shall mean the effectuation, estab- 
lishment, acquisition, construction, rehabilitation, improvement, 


maintenance or operation of marine terminals. 
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‘“‘Municipality’’ shall mean a county, city, borough, Village 
township, town, public agency, public authority or political sy. 
division. 

“‘Real property’’ shall mean lands, structures, franchise and 
interests in land, indudine waters, lands under water and ripar. 
ian rights, and any and all things and rights usually included 
within the said term, and includes not only fees simple absolute 
but also any and al) lesser interests, including but not limited to 
easements, rights-of-way, uses, leases, licenses and all other ineor. 
poreal hereditaments and every estate, interest or right, legal or 
equitable, including terms for years and liens thereon by way 
of judgments, mortgages or otherwise. 

§ 4. Notwithstanding any contrary provision of law, any muni- 
cipality of the state of New Jersey located within the Port of New 
York District is authorized and empowered to consent to the use 
by the Port Authority of any marine terminal owned by such 
municipality or of any real or personal property owned by such 
municipality and necessary, convenient or desirable in the opinion 
of the Port Authority for marine terminal purposes, including 
such real property as has already been devoted to a public use, 
and as an incident to such consent, to grant, convey, lease or 
otherwise transfer to the Port Authority any such marine terminal 
or real or personal property. Every such municipality is also 
authorized and empowered to vest in the Port Authority the con- 
trol, operation, maintenance, rents, tolls, charges and any and all 


other revenues of any marine terminal now owned by such munic 


ipality, the title to such marine terminal remaining in such 
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PORT OF NEW YORK AUTHORITY 1295 
municipality. Such consent shall be given, and the execution of 
any agreement, deed, lease, conveyance or other instrument evi- 
dencing such consent or given as an incident thereto shall be 
authorized in the manner provided in article twenty-two of the 
compact of April thirtieth, nineteen hundred twenty-one, between 
the two states creating the Port Authority. 

§ 5. This section and the preceding sections hereof constitute 
an agreement between the states of New York and New Jersey 
supplementary to the compact between the two states dated April 
thirtieth, nineteen hundred twenty-one, and amendatory thereof 
and shall be liberally construed to effectuate the purposes of said 
compact and of the comprehensive plan heretofore adopted by the 
two states pursuant thereto, and the powers vested in the Port 
Authority hereby shall be construed to be in aid of and supple- 
mental to and not in limitation or derogation of any of the powers 
heretofore conferred upon or delegated to the Port Authority. 

§ 6. This act shall take effect upon the enactment into law by 

¢ 


the state of New Jersey of legislation having an identical effect 


with sections one to five inclusive of this act: but if the state of 
J 


New Jersey shall have already enacted such legislation, then this 


act shall take effect immediately. 
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STATE OF NEW YORK 





IN ASSEMBLY 


Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


Making certain bonds, notes and instruments of the Port of 
New York Authority negotiable 


The People of the State of New York, _ in Senate and 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey 
herein, in the manner indicated in section two hereof, the states 
of New York and New Jersey agree that any bond, note or instru- 


ment heretofore or hereafter issued by the Port of New York 


Authority containing a provision that upon the happening of « 


specified event or events it shall be exchanged for or converted 
into a general and refunding bond of the Port of New York 
Authority shall, notwithstanding such provision, be and be deemed 
to be also a negotiable instrument under the law of each state, 
provided, that it conforms in all other respects to the requirements 


for negotiable instruments under the law of such state. 


ExrianaTion — Matter in iteles is new; matter in brackets [ } ts olf law & 
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1 § 2. This act shall take effect upon the enactment into law by 
g the state of New Jersey of legislation having an identical effect 
3 with this act, but if the state of New Jersey shall have already 


4 enacted such legislation this act shall take effect immediately. 
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STATE OF NEW YORK, 





IN ASSEMBLY 


February 18, 1947 


Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


To facilitate the financing and effectuation of air terminals 
by the Port of New York Authority and agreeing with the 
state of New Jersey with respect thereto 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey as 
provided in section seventeen hereof, the states of New York and 
New Jersey declare and agree that each air terminal within the 
Port of New York District' serves the entire district, and that 
the problem of furnishing proper and adequate air terminal facilities 
within the district is a regional and interstate pdeblen, and that 
it is and shall be the policy of the two states to encourage the 
integration of such air terminals so far as practicable in a unified 
system. 

Accordingly, in furtherance of said policy and in partial effectua- 
tion of the comprehensive plan, heretofore adopted by the two states 


ExriamaTion — Matter ia itelce is new; matter in brackets [ }) te olf law te 
be omitted . 
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‘g for the development of terminal and transportation facilities in the 


q Port of New York District, the states of New York and New Jersey 
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agree that the Port of New York Authority (hereinafter called 
the Port Authority) shall be authorized to effectuate, establish, 
acquire, construct, rehabilitate, improve, maintain and operate air 
terminals, as hereinafter defined, within the Port of New York 
District, and the two said states further agree that all cities and 
other state and local agencies shall be and they hereby are 
authorized to cooperate with the Port Authority in the development 
of air terminals, as hereinafter provided. 

§ 2. Nothing herein contained shall be construed to authorize the 
Port Authority to acquire any air terminal owned or operated by 
any city or other municipality or public muthestinn or any other 
property now or hereafter vested in or held by any city or other 
municipality or public authority, without the authority or consent of 
such city or other municipality or public authority, as provided 
in the compact of April thirtieth, nineteen hundred twenty-one, 
between the states of New York and New Jersey, nor shall anything 
herein impair or invalidate in any way any bonded indebtedness of 
the state, or any city or other municipality or public authority, nor 
impair the provisions of law regulating the payment into sinking 
funds of revenue derived from municipal property, or dedicating the 
revenues derived from municipal property to a specific purpose. 

§ 3. The following terms as used herein shall mean: 

‘‘Air terminals’’ shall mean developments consisting of runways, 
hangars, control towers, ramps, wharves, bulkheads, buildings, 


Structures, parking areas, improvements, facilities or other real 
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property necessary, convenient or desirable for the landing, taking 
off, accommodation and servicing of aircraft of all types, including 
but not limited to airplanes, airships, dirigibles, helicopters, gliders, 
amphibians, seaplanes, or any other contrivance now or hereafter 
used for the navigation of or flight in air or space, operated by 
carriers engaged in the transportation of passengers or cargo, or 
for the loading, ieee interchange or fransfer of such pas- 
sengers or their baggage, or such cargo, or otherwise for the accom- 
modation, use or convenience of such passengers, or such carriers 
or their employees (facilities and accommodations at sites removed 
from landing fields and other landing areas, however, to be limited 
to ticket stations and passenger stations for air passengers, to 
express and freight stations for air express and air freight, and 
to beacons and other aids to air navigation), or for the landing, 
taking off, accommodation and servicing of aircraft owned or 
operated by persons other than carriers. 

‘‘Air terminal bonds’’ shall mean bonds issued by the Port 
Authority for air terminal purposes. 

“ Air terminal purposes’’ shall mean the effectuation, establish- 
ment, acquisition, construction, rehabilitation, improvement, mainte 
nance or operation of air terminals owned, leased or operated by 
the Port of New York Authority. (including airports operated under 
revocable permits) or operated by others pursuant to agreements 
with the Port Authority. 

‘*Bonds”’ shall mean bonds, notes, securities or other obligations 


or evidences of indebtedness. 


**General Reserve Fund’’ shall mean the general reserve fund of | 
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1 the Port Authority authorized by chapter forty-eight of the laws of 


2 New York of one thousand nine hundred thirty-one as amended, and 


3 chapter five of the laws of New Jersey of one thousand nine hundred 
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ene, as amended. ; 

‘*General Reserve Fund statutes’’ shall mean chapter forty-eight 
of the laws of New York of one thousand nine hundred thirty-one 
as amended, and chapter five of the laws of New Jersey of one 
thousand nine hundred thirty-one, as amended. 

‘‘Municipality’’ shall mean a county, city, borough, village, 
township, town, public agency, public authority or political sub- 
division. 

‘*Real property’’ ‘shall mean lands, structures, franchises and 
interests in land, including air space and air rights, waters, lands 
under water and riparian rights, and any and all things and rights 
included within the said term, and includes not only fees simple 
absolute but also any and all lesser interests, including but not 
limited to easements, rights of way, uses, leases, licenses and all 
other incorporeal hereditaments and every estate, interest or right, 
legal or equitable, including terms for years and liens thereon by 
way of judgments, mortgages or otherwise. 

§ 4. The effectuation, establishment, acquisition, construction, 
rehabilitation, improvement, maintenance and operation of air 
terminals by the Port Authority is and will be in all amen for 
the benefit of the people of the states of New York and New Jersey, 
for the increase of their commerce and prosperity, on tn the 
improvement of their health and living conditions; and the Port 


Authority shall be regarded as performing an essential govern- 
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mental function in undertaking the effectuation, establishment, 
acquisition, construction, rehabilitation, improvement, maintenanes 
or operation thereof, and in carrying out the provisions of lay 
relating thereto. 

§ 5. The Port Authority shall be required to pay no taxes or 
assessments upon any of the property acquired or used by it for 
air terminal purposes; but this shall not be construed to prevent 


the Port Authority and municipalities from entering into agree. 
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ments for the payment of fair and reasonable sums by the Port 





Authority annually in accordance with legislation heretofore 
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11 adopted by the two states, to the end that such municipalities may | ! 
12 not suffer undue loss of taxes and assessments by reason of the | ! 
acquisition and ownership of property by the Port Authority for ait l 
terminal purposes. l 

§ 6. The moneys in the general reserve fund of the Port | ! 
Authority may be pledged in whole or in part by the Port Authority | } 

as security for or applied by it to the repayment with interest of I 
apy moneys which it may raise upon bonds issued by it from time to I 
time to provide funds for air terminal purposes; and the moneys I 

in said general reserve fund may be applied by the Port Authority * 

to the fulfillment of any other undertakings which it may assume a 

22 to or for the benefit of the holders of wet such bonds. “2 
23 Subject to prior liens and pledges, (and to the obligation of the 3 
24 Port Authority to apply revénues to the tadlaninbate of its general 4 
2 reserve fund in the amount prescribed by the general reserve fund 25 
26 statutes), the revenues of the Port Authority from facilities % 
27 






27 established, constructed, acquired or effectuated through the 
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t, ] issuance or sale of bonds of the Port Authority secured by a pledge 
a 9 of its general reserve fund may be pledged in whole or in part 
Ww 3 as security for or applied by it to the repayment with interest of 

4 any moneys which it may raise upon bonds issued by it to provide 
or 5 funds for air terminal purposes, and said revenues may be applied 
or 6 by the Port Authority to the fulfillment of any other undertakings 
nt 7 which it may assume to or for the benefit of the holders of such 
ee. 8 bonds. 
ort 9 § 7. The bonds issued by the Port Authority to provide funds 
ore || 10 for air terminal purposes are anche made securities in which all 
ay Il state and municipal officers and bodies of both states, all banks, 
the | 12 bankers, trust companies, savings banks, building and loan associa- 


air | 13 tions, savings and loan associations, investment companies and 


If other persons carrying on a banking business, all insurance com- 


ort | 1 panies, insurance associations and other persons carrying on an 
‘ity insurance business, and all administrators, executors, guardians, 
, of trustees and other fiduciaries, and all other persons whatsoever, 
e to who are now or may hereafter be authorized be either state to 
eys invest in bonds or other obligations of such state, may properly and 
rity legally invest any funds, including capital, belonging to them or 
ime within their control; and said bonds are hereby made securities 
which may properly and legally be deposited with ol shall be 
the received by any state or municipal officer or agency of either state 
eral for any purpose for which the deposit of bonds or other obligations 
und of such state is now or may hereafter be authorized. 
ties § 8. (a) Notwithstanding any contrary provision of law, every 


the municipality in the Port of New York District is authorized and 


‘ 
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empowered to consent to the use by the Port Authority of any air 


g terminal owned by such municipality or of any real or persona] 
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property owned by such municipality and necessary, convenient 
or desirable in the opinion of the Port Authority for air termina] 
purposes, including such real property as has already been devoted 
to a public use, and as an incident to such consent, to grant, convey, 
lease, or otherwise transfer to the Port Authority any such air 
terminal or real or personal property. Every such municipality is 
also authorized and empowered as an incident to such consent to 
vest in the Port Authority the control, operation, maintenance, 
rents, tolls, charges and any and all other revenues of any air 
terminal now owned by such municipality, the title to such air 
terminal remaining in such municipality. Such consent shall be 
given and the execution of any agreement, deed, lease, conveyance, 
or other instrument evidencing such consent or given as an incident 
thereto shall be authorized in the manner provided in article 
twenty-two of the compact of April thirtieth, nineteen hundred 
twenty-one, between the two states creating the Port Authority. 
(b) Notwithstanding any contrary provision of law, every 
municipality outside the Port District is authorized and empowered 
to consent to the use of real property owned by such municipality 
and necessary, convenient or desirable in the opinion of the Port 
Authority for beacons or other aids to navigation, or to the use 
of any air space over real property owned by such municipality; 
and as an incident to such consent, to grant, lease, convey or 


otherwise transfer to the Port Authority such real property or air 


4 


space. 
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j Such consent shall be given and the execution of any agreement, 
9 deed, lease, conveyance or other instrument oubdeteian such consent 
§ or given as an incident thereto, shall be given by the officer, board 
4 or body authorized by law to convey such property, or if no officer, 
§ board or body be otherwise authorized so to do, by the governing 
6 body of such municipality. 
7 (ec) The states of New York and New Jersey hereby consent to 
8 suits against the Port Authority upon such agreement by any 
9 county, city, borough, village, township, municipality, public 
10 agency or authority for the recovery of any moneys agreed to be 
11 paid by the Port Authority thereunder, and for such purpose only, 
2 and any judgment therein against the Port Authority shall be 
18 payable only from such funds as the Port Authority may have 
14 available for the payment of such judgment. 
15 § 9. The powers hereinafter granted to the Port Authority to 
16 acquire real property by condemnation or the right of eminent 
17 domain shall be subject to the limitations set forth in section two 
18 hereof, and also to the following further limitations: 
19 (a) Unless and until the state of New York otherwise provides 
* by law, the Port Authority shall not have power to acquire real 
21 property in that state for air terminal purposes by condemnation 
% or the right of eminent domain except for the purpose of making 
3 additions, extensions and improvements to the three air terminals 
4 in New York city known as LaGuardia airport, Idlewild airport 


% (sometimes known as Major General Alexander E. Anderson air- 


% 
7 


port), and Floyd Bennett airport, for the purpose of acquiring air 


rights or preventing or removing actual or potential hazards to 
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dir navigation within three miles of the runways at said air ter. 
minals as such runways may now or hereafter exist, and for the 
purpose of establishing or maintaining beacons and other aids to 
air navigation in connection with said three air terminals, whether 
or not within three inline of said runways. 

(b) Unless and until the state of New Jersey otherwise provides 
by law, the Port Authority shall not have the power to acquire rea] 
property in the state of New Jersey for air terminal purposes by 
condemnation or the right of eminent domain except for the purpose 
of making additions, extensions and improvements to the air ter. 
minal known as Newark airport (including additions, extensidny 
and improvements thereto located in the city of Elizabeth), for the 
purpose of acquiring air rights or preventing or removing actual 
or potential hazards to air navigation within three miles of the 
runways at said air terminal as such runways may now or hereafter 
exist, and for the purpose of establishing or maintaining beacons 
and other aids to air navigation in connection with said air terminal, 
eine or not within three miles of said runways. 

(c) Unless otherwise provided by law by the state in which such 
real property is located, the Port Authority shal] not have power 
to acquire for air terminal purposes by condemnation or the right 
of eminent domain subsequent to June thirtieth, nineteen hundred 
fifty-two, any real property taken for and actually devoted tos 
public use, provided, that this limitation shall not apply to real 


property a proceeding for the acquisition of which was initiated 


prior to that date. . 


The foregoing limitations shall not be construed to limit, affect 
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1° impair the power of the Port Authority to acquire real property 


r | 

he | g at any time and place for air terminal purposes by negotiation or 
to | 3 jn any other manner than by condemnation or by the exercise of the 
er 4 right of eminent domain. 

5 Subject to the foregoing limitations, if the Port Authority shall] 
es | g find it necessary or convenient to acquire any real property for air 
al | 1 terminal purposes, whether for immediate or future use, the Port 
yy 1 8 Authority may find and determine that such property, whether a 
ee | 9 fee simple absolute or a lesser interest, is required for a public use, 
. | 1p and upon such determination the said property shall be and shall 
Ms | ll be deemed to be required for such public use until otherwise de- 
he | 12 termined by the Port Authority, and such determination shall not 
a] | 13 be affected by the fact that such property has theretofore been taken 
he | 14 for and is then devoted to a public use; but the public use in the 
™ | 15 hands or under the control of the Port Authority shall be deemed 
ns | 16 superior to the public use in the hands of any other person, associ- 
al | 17 ation or corporation except a wnunicipality within or without the 


18 Port district. The Port Authority may acquire and is hereby 


| 
ch 19 authorized to acquire such property, whether a fee simple absolute 
| 2 or a lesser estate, by condemnation or the exercise of the right of 
sht 21 eminent domain under and pursuant to the condemnation law of 
red | 22 the state of New York, in the case of property located in such state, 
ya | 3 and revised statutes of New Jersey, Title 20:1-1 et seq., in the case 
r % of property situated in such state, or at the option of the Port 


5 Authority pursuant to such other and alternate procedure in each 


& 


% state as may be provided by law by such state. The Port Authority 


@ shall have such power of condemnation or eminent domain not only 
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in respect to real property located within the Port of New York 

District but also as to any real property located outside of the Port 

District which is necessary, incidental or convenient for the effecty. 

ation, eatablishment, acquisition, construction, rehabilitation or ' 
improvement, and maintenance and operation of air terminals 

within the Port district. Nothing herein contained shall be eon. 

strued to prevent the Port Authority from bringing any proceed. 

ings to remove a cloud on title or such other proceedings as it may, 

in its discretion, deem proper and necessary, or acquiring any such 

property by eigeltition or purchase. 

In the event the Port Authority shall deem that the use by it 
of any real property for any purpose hereunder will be necessary 
either immediately or by a definite future date, it may file with any 
petition in any condemnation proceeding brought pursuant to law 
or at any time thereafter a notice that it requires the possession 
thereof, either immediately or at a date specified in such notice, 
In such even, the Port Authority shall cause a duplicate of such 
notice and an affidavit of the filing thereof to be recorded in the 
office in which deeds are required to be recorded in the county 
wtivde the land involved is situated and upon such recording the 
Port Authority may enter upon and shall be entitled to the 
possession, use and occupation of such real property at the time 
specified in said notice without suit or other judicial proceedings, 
provided that it shall first deposit with the court a sum equal to 
the assessed valuation of such real property, or in the event that 


the assessed valuation thereof cannot be readily ascertained such 


sum as inthe judgment of the Port Authority shall be sufficient a 
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1 compensation for the real property acquired. The sum so deposited 
g with the court shall be applied to the satisfaction of any award 
g thereafter made in any condemnation proceeding. Such filing and ) 
4 recording of said notice shall be conclusive evidence ‘of the entry 
ewes and appropriation of said property by the Port Authority, 
g and title to said property shall vest in the Port Authority on the 
7 date specified in such notice. 
8 § 10. The Port Authority may make application directly to the 


9 proper federal officials or agencies for federal loans or grants in 


| 10 aid of air terminals owned or operated by it; provided, that if 


TT at = 


ll either state shall have or adopt general legislation governing appli- 
12 iiiiete for federal aid for air terminals by municipalities of such 
13 state, or the receipt or disbursement of such federal aid by or on 
lt behalf of such municipalities, then such legislation shall at the 
15 option of such state apply to applications by the Port Authority 
16 for federal aid for air terminals located in such state and to the 
M receipt and disbursement of such federal aid by or on behalf of 
18 the Port Authority, in the same manner inl to the same extent 
9 as other municipalities of such state. Except as above provided, no 
% agency or commission of either state shall have jurisdiction over any 
2 sir terminals under the control of the Port Authority, and all 
2 details of financing, construction, leasing, charges, rates, tolls, 
3 contracts and the operation of air terminals owned or controlled 
4 by the Port Authority shall be within its sole discretion and its 
2 decision in connection with any and all matters concerning such air 
% terminals shall be controlling and conclusive. 


a § 11. In the event that the Port Authority shall find it necessary 
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or desirable to acquire any unappropriated state lands or land 
under water in the state of New York for air terminal PUFposes, 
the board of commissioners of the land office of that state may 
grant, transfer or convey such unappropriated state lands or lands 
under water to the Port Authority upon such consideration, terms 
and conditions as may be determined by said board. 

In the event that the Port Authority shall find it necessary or 
desirable to acquire any lands under water in the state of New 
Jersey for air terminal purposes, the division of navigation of the 
department of conservation of that state may grant, transfer or 
convey such lands under water to the Port Authority in accordance 
with the statutes of that state governing the making of riparian 
grants and leases, upon such terms and conditions as may b 
determined by said division. 


In the event that the Port Authority shall find it necessary or 


desirable to acquire any real property required or used for state | 


highway purposes in the state of New Jersey, the state highway 


department of the state of New Jersey may grant, transfer or 


convey such real property to the Port Authority upon such terms 


and conditions as may be determined by said state highway depart | 


ment. 


§ 12. The two states covenant and agree with each other and 
with the holders of any bonds of the Port Authorty issued or 


incurred for air terminal purposes and as security for which there 


may or shall be pledged (directly or indirectly, or through the 


medium of its general reserve fund or otherwise), the revenues, of 


any part thereof, of any air terminal or other facility owned of 
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operated by the Port Authority, that the two states will not, so 
long as any of such bonds or other obligations remain outstanding 
and unpaid, diminish or impair the power of the Port Authority 
to establish, levy and collect landing fees, charges, rents, tolls or 
other fees in connection therewith. 

§ 13. Any declarations contained herein and in the concurrent 
act of the state of New Jersey with respect to the governmental 
nature of air terminals and to the exemption of air terminal prop- 
erty from taxation and to the discretion of the Port Authority with 
respect to air terminal operations shall not be construed to imply 
that other Port Authority property and operations are not of a 
governmental nature, or that they are subject to taxation, or that 
the determinations of the Port Authority with respect thereto are 
not conclusive. 

§ 14. This section and the preceding sections hereof constitute 
an agreement between the states of New York and New Jersey 
supplementary to the compact between the two states dated April 
thirtieth, nineteen hundred twenty-one, and amendatory thereof, 
and shall be liberally construed to effectuate the purposes of said 
compact and of the comprehensive plan heretofore adopted by the 
two states, and the powers vested in the Port Authority hereby 
shall be construed to be in aid of and supplemental to and not 
in limitation of or in derogation of any of the powers heretofore 
conferred upon or delegated to the Port Authority. 

§ 15. At its option, the Port Authority may outeclen the right 
of eminent domain or condemnation to acquire real property for 


air terminal purposes as set forth in this section. 
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(a) As used in this section, unless otherwise expressly stated or 
unless context or subject matter otherwise requires, the following 
terms shall ceili 

‘‘The court’’, ‘‘the Supreme Court’; A special term of the 
supreme court for condemnation proceedings held in the county 
within the Port district and within the judicial district in whic 
real property being acquired or some part thereof is situated. 


‘* Application to condemn’’: An application to the Supreme Court 
to have the compensation which should justly be made to the respee. 


tive owners of the real property proposed to be taken, ascertained 


and determined by the court without a jury. 


‘*Justice’’: The justice assigned to hold such court. 

‘‘Days’’: Calendar days exclusive of Sundays and full legal 
holidays. 

‘‘Owner’’: A person having an estate, interest or easement in 
the real property being acquired or a lien, charge or encumbrance 


thereon. 
(b) Whenever the Port Authority shall determine that it is | 
necessary to acquire real property for air terminal purposes for 


the public use by the exercise of the right of eminent domain or 
condemnation, it shall prepare two similar surveys, diagrams, maps, 
plans or profiles of the real property being acquired, stating thereon 


that the Port Authority has determined that it is necessary to 


acquire said property, and the amount or valuation at which eaeb | 


parcel of real property to be acquired has been assessed for purposes 


of taxation on the tax rolls for each of the three years preceding, 


and if the interest being taken shall be less than the fee, the esti- 
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mated value of such interest; one of such surveys, diagrams, maps, 


oe 


plans or profiles shall be filed in the office of the secretary of the 
3 Port Authority and the second shall be filed in the office in which 
4 instruments affecting real property are required to be recorded, 
§ in the county in which such real property is situated ; and it shall 


file in the office of the clerk of the county where the real property 


7 to be acquired or any part thereof is situated, a notice of the pend- 


ency of a proceeding for the acquisition of such property. Such 


notice shall briefly state the object of the proceeding and shall 


10 contain a brief description of the real property being acquired 
ll thereby. It shal] also state the names of such of the owners of 
12 such real property as may be known to the Port Authority, and in 
13 case any of the owners are unknown, a statement to that effect 
14 shall be made in such notice. Such notice, from the time of filing 
15 shall be constructive notice to a purchaser or encumbrancer of the 
16 real property affected thereby from or against any person interested 
17 as owner with respect to whom the notice is directed to be indexed. 
18 It shall be lawful for the duly authorized agents of the Port 


] 


oO 


Authority, and all persons acting under its authority and by its 
direction, to enter in the daytime into and upon such real prop- 
erty which it shall be necessary so to enter, for the purpose of 
making such surveys, diagrams, maps or plans, or for the purpose 
of making such soundings or borings as the Port Authority may 
4 deem necessary. : 
% (c) Upon the filing of the lis pendens, the Port Authority shall 
% cause notice by advertisement to be published on one day in each ‘ 


27 of four successive weeks in a newspaper published, or of general 
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circulation in the county in which the real property to be acquired 


is located, of its intention to make application to the supreme court, 


in the judicial district where the whole or a part of the real property 
affected is situated, at a time and place to be stated in such notice, 
to have the enemneiiats which should justly be made to the 
sain owners of the real property proposed to be taken, ascer- 
tained and determined by the court. Such notice shall indicate the 
real property to be taken by a general description and by reference 
to the map on file in the office of the Port Authority and in the office 
in which instruments affecting real property are required to be 
recorded. 

(d) In addition to the provisions contained in subdivision (e) 
above, written notice of the application shall be given by the Port 
Authority to the owners of all property affected by the proceeding 
at least ten days prior to such application, by mailing the same to 
such owners at the address registered or filed with the collector 
of taxes for the purpose of forwarding to them bills for taxes or 
assessments. ‘Such notice shall state the purpose for which the 
property is to be acquired and the date when such application will 
be presented and shall contain a copy of such application. Failure 
to comply with the directions contained in this subdivision shall 
not invalidate or affect the proceeding. 

(e) Upon the application to condemn, the Port Authority shall 
present to the court a verified petition setting forth: 

1. The action had by the board of commissioners of the Port 
Authority with reference to the proceeding; 


2. The real property to be acquired therein by setting forth a 
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PORT OF NEW YORK AUTHORITY 1315 


specific description thereof, and its location with reasonable cer- 
tainty and by reference to the map on file in the office of the Port 
Authority and in the office in which baeeendeitl affecting real 
property are required to be recorded, a copy of which shall be 
attached to the petition; 

3. The amount of valuation at which each parcel of the real 
a to be acquired has been assessed for purposes of taxation 
on the tax rolls for each of the three years preceding the date 
of the petition, or if the interest being taken shall be less than the 
fee, the estimated value of such interest; 

4. A prayer that the real property described therein be con- 
demned by such court. 

(f) At the time and place mentioned in the notice published 
pursuant to subdivision (c) hereof, unless the court shall adjourn 
the application to a subsequent day, and in that event, at the time 
and place to which such application may be adjourned, upon due 
proof to its satisfaction of the publication and mailing of such 
notice and upon filing such petition, the court shall enter an order 
granting the application, which order shall be filed in the office 


of the clerk of the county in which the real property affected 


is situated. If such real property is situated in two or more 


22 counties, then such order shall be filed in the office of the clerk of 


23 any one of such counties as the court shall direct. The Port Author- 


ity shall, within ten days after the entry of such order, cause 
a certified copy thereof to be recorded in the office where instru- 
ments affecting real property are required to be recorded, in 


every other county in which any part of the real property affected 
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is situated, in the same manner as deeds are recorded and the 
register or county clerk with whom such copy order shall be 
recorded shall index the same in the same manner as recorded deat 
are indexed. \/ 

(g) The Port Authority, after the filing of the order granting 
the application to condemn, shall cause to be published - one day 
in each of four successive weeks in a newspaper published, or of 
general circulation in the county in which the real property to be 
acquired is located, a notice containing a general description of the 
real property to be acquired, a statement that such order has been 
filed and requiring that all owners of such real property shall, 
on or before a date therein specified, file with the clerk of the court 
of the county in which the order granting such application has 
been filed, a written claim or demand, duly verified in the manner 
provided by law for the verification of pleadings in an action, 
setting forth the real property owned by the claimant and his post 
office address, the nature of his interest in said real property, 
together with an inventory or itemized statement of the fixtures, if 
any, for which compensation is claimed, The claimant shall within 
the same time serve on the Port Authority a copy of such verified 
claim. In case such claim or demand for compensation in respect 
of any fixtures is made by a lessee or tenant of the real property 
to be acquired, a copy of the verified claim or demand of such 
lessee or tenant, together with such inventory or itemized state 
ment, shall be served by such lessee or tenant upon the owner of 


such real property or his attorney. 


(h) Proof of title to the real property to be‘acquired, where the 
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same is undisputed, together with proof of liens or encumbrances 
thereon, shall be submitted by the claimant to the Port Authority. 
The Port Authority shall serve upcn all parties or their attorneys 
who have served upon it copies of their verified claims, a notice 
of the time and place at which it will receive such proof of title. 
Where the title of the claimant is disputed, it shall be the duty 
of the court to determine the ownership of such real property 
upon proof submitted to the court during the trial of the pro- 
ceeding. The court shall also have power to determine all ques- 
tions of title incident to the trial of the proceeding. 

(i) A proceeding by the Port Authority to acquire title to 
real property pursuant to this section shall ee a special 
proceeding, in which testimony may be taken by deposition pur- 
suant to the provisions of article twenty-nine of the civil practice 
act and the rules of civil practice and subject to the provisions 
of this section. The pendency of such a proceeding shall constitute 
special circumstances which render it proper that the deposition 
of any person not an owner be taken, pursuant to section two 
hundred eighty-eight of the civil practice act. Such deposition 
may be taken upon any question or issue in the proceeding and 
for the purpose of obtaining testimony as to any sale or lease as 
described in subdivision (1) of this section at the instance of the 
Port Authority or of any owner or at the direction of the court 


at any time after the expiration-of the date fixed for filing claims. 


Any owner desiring to obtain testimony by deposition shall give 


at least five days’ notice, or if service is made through the post 


\ ‘ 
office at least eight days’ notice to the Port Authority and to 
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all other owners or their attorneys who have duly filed their 
verified claims. If the Port Authority shall desire to obtain testj. 
mony by deposition, it shall give like notice to all owners or their 
attorneys who have duly filed and served on it ‘copies of their 
verified claims. The party bringing on such examination shall, 
at its own cost and expense, provide proper stenographic service, 
If the Port Authority shall bring on such examination, it shal] 
cause a duly certified copy of the transcript of such examination to 
be filed in its office and to be maintained for examination by all 
parties to the proceeding. If the owner shall bring on such exam. 
ination, he shall provide the Port Authority with two copies of the 
duly certified transcript of such examination, one of which shall 
be filed and maintained in the office of the Port Authority for 
examination by all parties to the proceeding. 

(j) After all parties who have filed verified claims, as provided 
in subdivision (gz) hereof, have proved their title or have failed 
to do so after being notified by the Port Authority of the time 
when and place where such proof of title would be received, the 
Port Authority shall serve upon all parties or their attorneys 
who have appeared in the proceeding a note of issue thereof and 
shall file such note of issue with the clerk of the court of the 
county in which the trial is to be had. The trial shall be had in 
such county within the Port District and within the judicial dis 
trict in which the real property affected by the proceeding is 
situated, as the Port Authority in the note of issue shall designate. 


The note of issue shall be served at least ten days before and shall 


be filed at least eight days before the date for which the proceed- 
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ing is noticed for trial. The note of issue shall briefly state the 
title of the proceeding, the date and place of entry of the order 
granting the application to condemn, the names and addresses of 
the persons who have filed claims, the names and addresses of their 
respective attorneys, and a brief statement as to the extent of the 
real property to be acquired. The clerk of the court must there- 
upon enter the proceeding upon the proper calendar according to 
the date of the entry of the order granting the application to 
condemn. When the note of issue has been served and filed, the 
proceeding must remain on the calendar until finally disposed of. 

(k) It shall be the duty of the justice trying any such proceed- 
ing, to view the real property to be thereby acquired. Where title 
to real property being acquired in a proceeding shell have been 
vested in the Port Authority, and buildings or improvements sit- 


_— 


uated thereon shall have been removed or destroyed by the Port 
Authority or pursuant ie its authority prior to the trial of the 
proceeding, and whereby the justice trying the proceeding is 
deprived of a view of the buildings or improvements so removed 
or destroyed, the fact that the justice has not had a view thereof 
shall not preclude the court from receiving on the trial of the 
proceeding testimony and evidence as to the damage sustained by 
the claimant by reason of the taking thereof, when offered on 
behalf of either the claimant or the Port Authority. 

(1) Upon the trial, evidence of the price and other terms upon 
any sale, or of the rent reserved and other terms in any lease, 
relating to any of the property taken or to be taken or to any 


other property in the vicinity thereof, shall be relevant, material 
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and competent, upon the issue of value or damage and shall be 
admissible on direct examination if the court shall find the follow: 
ing: 

1. That such sale or lease was made within a reasonable time 
of the vesting of title in the Port Authority. 

2. That it was freely made in good faith in the ordinary course 
of business. : | 

3. In case such sale or lease relates to other than property 
taken, that it relates to property which is similar to the property 
taken. 

. ‘ 
No such evidence, however, shall be admissible as to any sale 


or lease, which shall not have been the subject of a depositiow or 


examination before trial either at the instance of the Port 


Authority or of an owner, unless at least thirty ‘days before the | | 


trial the party proposing to offer such evidence shall have served 
a written notice in respect of such sale or lease, which notice shall 
specify the names and addresses of the parties to the sale or lease, 
the date of making the same, the location of the premises, the 
office, liber and page of the record of the same, if recorded, and the 


. 


purchase price or rent reserved and other material terms, or unless 
such sale or lease shall have occurred within thirty days before 
the trial. Such notice by the Port Authority shall be served upon 
all owners or their attorneys who have appeared in the proceeding; 
if served on behalf of an owner, it shall be served upon the Port 
Authority and upon all other owners or their attorneys wtb have 


appeared in the proceeding. The testimony of a witness as to his 


opipion or estimate of value of damage shall be incompetent, if it 
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shall appear that such opinion or estimate is based upon a sale 


or lease of any of the property taken or of any of the property ) 


in the vicinity thereof, which shall not have been the subject of a 
deposition or examination before trial, unless it shall have been 
specified in a notice served as herein provided or ‘shall have 
occurred within thirty days before the trial. 

(m) Upon the trial, no map or plan of proposed streets, drains 
or sewers for the subdivision and improvement of any property, 
nor any drawing or other specification of excavation or filling 
or piling or of any proposed structure above or under ground 
deemed necessary or proper to provide a foundation for a suitable 
or adequate improvement, or of any other structure or improve- 
ment not existing on the property on the date that title thereto 
may vest in the Port Authority, nor any oral or written estimate 
of cost or expense of constructing the streets, drains or sewers in 
conformity with such map or plan, nor any oral or written estimate 
of the cost of making such excavation or filling or piling or of 
constructing any such other proposed structure or improvement 
in conformity with such drawing or other specification thereof, 
nor any evidence of value of damage based upon any of the fore- 
going, shall be received in evidence, unless the party offering 
the same in evidence shall have served upon the adverse party, 
at least thirty days prior to the trial, a notice of intention to 
offer such evidence on the trial and of the particulars thereof, 
including a true copy of the map or plan or drawing and other 


specifications and estimate of cost or expense to be so offered in 


his | 27 evidence, provided, however, that when offered such evidence 


if it 8 shall be subject to objection upon any legal ground. 
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(n) Upon the trial, no evidence shall be admitted, as against 
an owner of real property being acquired, of an offer made by 
or on behalf of such owner for the sale of his property or any 
part thereof to the Port Authority, or for the sale or assignment of 
any right and title to the award or awards, or any part thereof, 
to be made for such property or any part thereof, in the pro. 
ceeding; nor shall any evidence be received, as against the Port 
Authority, of any offer made to such owner, by or on its behalf, 
for the purchase of such property or any part thereof or for 
the purchase of the award or awards or any part thereof, to be 
made for such property, or any part thereof, in the proceeding. 

(o) The court, after hearing such testimony and considering 
such proofs as may be offered, shall ascertain and estimate the 
compensation which should justly be made by the Port Authority 
to the respective owners of the real property being acquired. The 
Port Authority shall thereupon prepare a tabular abstract of the 
estimate of damage setting forth separately the amount of loss and 
damage to each and every parcel of real property affected by the 
proceeding, the names of the respective owners of each and every 
parcel of real property affected thereby as far as the same shall 
be ascertained, and a sufficient designation or description of the 
respective lots or paretie of real property acquired, by reference 
to the numbers of the respective parcels indicated upon the surveys, 
diagrams, maps, plans or profiles used by the court, or copies 
thereof, which, together with all of the affidavits and proofs upon 


which such estimates are based, shall ‘accompany or be attached to 


such tabular abstract. Such tabular abstract shall be signed by 
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the justice trying the proceeding and filed with the clerk of the 
court in the county in which the order granting the application to 
condemn was filed, and when so filed, such abstract shall constitute 
the tentative decree of the court as to awards for damages. 

(p) The Port Authority shall furnish to the court such surveys, 
diagrams, maps, plans and profiles as the court shall require, to 
enable the court to hear and determine the claims of the owners 
of the real property affected by the proceeding. Such surveys, 
diagrams, maps, plans and profiles shall distinctly indicate by 
separate numbers, the names of the claimants to, or of the owners 
of the respective parcels of real property to be taken in such pro- 
ceeding, so-far as the same are known, and shall also specify in 
figures with sufficient accuracy the dimensions and bounds of such 
real property. Where possible, such real property shall be desig- 
nated on such maps by the same ward or block and lot numbers 
or other designations as shall be used to designate such real property 
on the tax books and tax maps of the taxing agency in which it is 
located. The court may require the Port Authority to furnish such 
other surveys, diagrams, maps, plans and profiles and such other 
information as shall aid and assist the court in the trial and deter- 
mination of the proceeding. 

(q) Upon the filing of the tentative decree, the Port Authority 
shall give notice by mail to all persons or their attotneys who have 
appeared in the proceeding of the filing of such tentative decree and 
that the Port Authority and all other parties interested in such 
proceeding, or in any of the real property affected thereby, having 


an objection thereto, shall file such objections, in writing, duly veri- 
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fied, in the manner required by law for verification of pleadings jp 
an action, setting forth the real property owned by the objector, 
and his post office address, in the office in which the tentative decree 


was filed within twenty days after the mailing of such notice. The 


notice shall further state that the Port Authority, on a date. 


specified in the notice, will apply to the justice who made the 
tentative decree to fix a time when he will hear the parties objecting 
thereto. Every party objecting to the tentative decree, within the 
time specified in the notice to file objections, shall serve on the Port 
Authority a copy of such verified objections, and if the Port 
Authority intends to apply for the reduction of any award, it 
shall give notice by mail of such intention to the owners thereof 
who have appeared in the proceeding. . Upon the application of 
the Port Authority, the justice shall fix the time when he will hear 
the parties so objecting and desiring to be heard, and notice thereof 
shall be mailed to all such parties. At the fime so fixed the justice 
shall hear the person or persons who have objected to the tentative 
decree, and who nam then and there appear, and shall have the 
power to adjourn from time to time until all parties who have filed 


objections and who desire to be heard shall have been fully heard, 


(r) After considering the objections, if any, and “making any | 


corrections or alterations in the tentative decree as to awards for | 


damage, which the court shall consider just and proper, the justice 
trying the proceeding shall give instructions to the Port Authority 
as to the preparation of the final decree. Such decree shall consist 


of the tentative decree, altered and corrected in accordance with 


the instructions of the justice ; of the final awards, as determined by 
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the court, set opposite the respective damage parcel numbers in a 
column headed ‘‘Final Award’’ in the tabular abstract of awards 
for damage; of a statement of the facts conferring upon the court 
jurisdiction of the proceeding; and of such other matters as the 
court shall require to be set forth. The final decree shall also 
contain a statement that the amounts set opposite the respective 
damage parcel numbers in the column headed ‘‘ Final Awards’’ in 
the tabular abstract of awards for damage constitute and are just 
compensation which the respective owners are entitled to receive 
from the Port Authority. The final decree shall also set forth the 


names of the respective owners of the several parcels acquired, as 


12 far as the same shall have been ascertained, but in all cases where 


13 the owners are usknown or not fully known to the court, it shall 
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be sufficient to set forth and state in general terms in the decree 
the respective sums to be allowed and paid to the owners of the 
respective parcels for loss and damage, without specifying their 
names or their estates or interests therein, and in such case the 
owners may be specified as unknown. To the final decree shall be 
attached the surveys, diagrams, maps, plans or profiles referred to 
in subdivision (p) hereof. Such decree shall set forth the several 
parcels taken by reference to the numbers of such parcels on the 
respective surveys, diagrams, maps, plans or profiles and it shall not 
be necessary to describe any parcels acquired by metes and bounds. 

(s) Should any errors exist in the tentative decree or in the 

\ 

surveys, diagrams, maps, plans or profiles attached thereto, the 
court may correct such error and direct that such correction be 


shown in the final decree. 
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(t) The final decree, together with all the affidavits and proofs 
upon which the same is based, shall be filed in the office of the 
clerk of the county in which the order granting the application 
to condemn, was filed, and if the real property affected by the pro- 
ceeding is situated in two or more counties, a certified copy of such 
decree shall be filed in the office in which instruments affecting real 
property are required to be recorded in every county in which any 
part of the real property affected is situated. The final decree, 

it 
unless set aside or reversed on appeal, shall be final and conclusive 
as well upon the Port Authority and upon the owners of the 


real property mentioned therein, and upon all other persons 


whomsoever. 
(u) The Port Authority, or any party or person affected by the 
proceeding and aggrieved by the final decree of the court therein 


as to awards, may appeal to the appellate division. An appeal 
from the final decree of the court must be taken within thirty days 
after notice of the filing of such final decree. Except as hereinafter 
provided, such appeal shal] be taken and heard in the manner 
provided by the civil practice act and the rules of practice of the 
court in relation to appeals from orders in special proceedings. The 
determination of the appellate division shall be in the form of an 
order. The final decree of the court shall be deemed to be final and 
conclusive upon all parties affected thereby who uke not appealed. 
Such appeal shall be heard upon the evidence taken by the court or 
such part or portion thereof as the justice whé made the decree may 


certify, or the parties torsuch appeal may agree upon, as sufficient 


to present the merits of the question in respect to which such 
r . 
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appeal shall be had. An appeal taken but not prosecuted within 
six months after the filing of the notice of appeal, unless the time 
within which to prosecute the same shall have been extended by 
an order of the court, shall be deemed to have been abandoned and 
no agreement between the parties extending the time within which 
such appeal may be prosecuted shall vary the provisions hereof. If , 
a final decree of the court shall be reversed on appeal, such sevnenl 
shall not divest the Port Authority of title to the real property 
affected by the appeal. ; 

(v) An appeal to the court of appeals may be taken by the Port 
Authority or any person or party interested in the proceeding and 
aggrieved by the order of the appellate division. Such appeal 
shall be taken and heard in the manner provided by the civil 
practice act and the rules of practice of the court of appeals in 
relation to appeals from orders in special proceedings. An appeal 
taken but not prosecuted within six months after the filing of the 
notice of appeal, unless the time within which to prosecute the same 
shall have been extended by an order of the court, shall be deemed 
to be abandoned, and no agreement between the parties to the 
appeal extending the time to prosecute the same shall vary the 
provisions hereof. The eourt of appeals may affirm or reverse 
the order appealed from and make such order or direction as shall 
be appropriate to the case. If a final decree of the court shall bé 
reversed by the court of appeals, such reversal shall not divest the 
Port Authority of title to the real property affected by the appeal. 

(w) All damages awarded by the court, with interest thereon 


from the date of the filing of the final decree, or if the title to 
; / 
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the real property acquired shall have vested in the Port Authority 
prior thereto, from the date of such vesting, shall be paid by the 
Port Authority to the respective owners to whom the damages were 
awarded in the final decree, within two calendar months after the 
entry of the final decree without further order of the court, or 
application for such payment by said owners. Property owners 
appearing in the proceedings shall not be entitled to recover counsel 
fees, costs, disbursements or allowances. Any outstanding taxes, 
assessments or other liens shall be deducted from the amount of 
the award and no interest shall be paid by the Port Authority upon 
the sum or sums so deducted. Payment of an award to a person 
named in the final decree as the owner thereof, if not under legal 
disability, shall in the absence of notice in writing to the Port 
Authority of adverse claims thereto protect the Port Authority 
and shall be a full acquittance and release of all claims to said 
award. When an owner in whose favor an award shall have been 
made in a final decree shall be under legal disability, or when the 
name of the owner shall not be set forth or mentioned in the final 
decree because unknown, or when the owner, although named in 
such decree, cannot be found, or where there are adverse or conflict- 
ing claims to the money awarded as compensation, the Port Author- 
ity shall pay such award into court, to be secured, disposed of, 
invested or paid out as the court shall direct, and such payment shall 
be as valid and effectual in all respects as if made to the owner or 
other person entitled thereto. 


(x) The Port Authority may pay to the person entitled to an 


award for real property acquired in a proceeding, in advance of 
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the final determination of his damages, a sum to be determined by 
the Port Authority, not exceeding sixty per cent of the assessed 
value of the real property taken less the liens and encumbrances of . 
record thereon, provided that when the real property taken shall 
be less than the fee, then such sum shall not exceed sixty per cent 
of the amount set forth in the petition as the estimated value of 
such interest, less the liens and encumbrances thereon. Where the 
Port Authority has taken possession of the real property to be 
acquired prior to the entry of the final decree, the Port Authority 
shall, on written request, pay to the parties entitled thereto a sum 
equal to sixty per cent of the assessed value of the real property 
taken, less the liens and encumbrances of record thereon within 
sixty days after taking possession thereof, provided that when 
the real property taken shall be less than the fee, then such sum 
shall not exceed sixty per cent of the amount set forth in the peti- 
tion as the estimated value of such interest, less the liens and 
encumbrances thereon. Before any such advance payment shall 
be made the Port Authority shall procure the certificate of its 
general counsel showing that the person, to whom payment is to 
be made, is the person legally entitled to receive the same. If the 
Port Authority shall decide to make a partial payment in advance 
to any person entitled to an award, interest on the sum so decided 
to be paid in advance shall cease to run on and after a date five 
days after such person shall have been notified by mail or other- 
wise that the Port Authority is ready to pay the same. In case 
the person entitled to i award at the date of the vesting of title 


to the real property in the Port Authority shall have transferred 
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or assigned his claim, such transfer or assignment made by him, or 
by his successor in interest or legal representative, shall not become 
binding upon the Port Authority unless the instrument or instry. 
ments evidencing such transfer or assignment shall have been filed 
in the office of the Port Authority prior to any such advance pay. 
ment. When any such advance payment shall have been made, 
the Port Authority, on paying the awards for the real property 
acquired, shall deduct from the total amount allowed as compensa. 
tion the sum advanced plus interest thereon from the date of the 
payment of such advance to the date of the final decree, and the 
balance shall be paid as hereinbefore provided in subdivision (w) 
hereof. 

(y) In any proceeding hereunder, in which title to the real 
property to be acquired shall have become vested in the Port 
Authority prior to the entry of the final decree of the court, the 
Port Authority shall have power and is hereby authorized to pur. 
chase from the owners of such real property at the date of the 
vesting of title thereto, or their successors in interest or legal 
representatives, their right and title to the award or awards, or any 
part thereof, to be made in such proceeding and to take an assign- 
ment thereof to the Port Authority. 

(z) No pledge, sale, transfer or assignment of an award by the 
person entitled to receive the same by virtue’ of the final decree 
of the court or by other order of the court, shall be valid unless 
the instrument evidencing such pledge, sale, transfer or assignment 


shall be acknowledged or proved as instruments are required to 


be acknowledged or proved for the recording of transfers of real 
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property and shall be filed in the office of the Port of New York 
Authority. Every such instrument not so filed shall be void as 
against any subsequent pledgee or assignee in good faith and for 
a valuable consideration from the same pledgor or assignor, his 
heirs, administrators or assigns, of the same award or any portion 
thereof, the assignment of which is first duly filed in the office of 
the Port Authority. The Port Authority shall maintain in its 
office a record of all pledges or assignments filed with it under 
the provisions hereof. 

(aa) The court at any time may correct any defect or informality 
in any notice, petition, pleading, order or decree in the proceeding, 
or cause real property affected by such defect, informality or lack 
of jurisdiction to be excluded therefrom or any other real prop- 
erty affected by such defect, informality or lack of jurisdiction to 
be included therein by amendment upon ten days’ notice published 
as provided for the institution of the proceeding and may direct 
such further notices to be given to any party in interest as it shall 
deem proper. 

(bb) The board of commissioners of the Port Authority by 
resolution may effect a discontinuance of any proceeding as to the 
whole or a part of the lands to be acquired in such proceeding, at 
any time before title to the real property to be thereby acquired 
shall have vested in the Port Authority, and may cause new pro- 
ceedings to be taken for the condemnation of such real property. 
In case of such discontinuance, however, the reasonable actual 
cash disbursements, necessarily incurred and made in good faith 


by any party interested, shall be paid by the Port Authority, after 
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the same shall have been taxed by a justice of the supreme court, 


or by a referee under his special order, upon ten days’ notice of 


such taxation being previously given to the Port Authority, pro. | 


vided the application to have such disbursements taxed shall be 


made and presented to the court within one year after the adoption — 


of the resolution of the board discontinuing the proceeding in 
whole or in part. For the purposes of this section, the fair and 


reasonable value of the services of an attorney retained by any 


interested party to represent his interests in said condemnation — 


proceedings, whether on a contingent fee basis or otherwise, if 


such retainer be made in good faith, shall be deemed td be an actual 


cash disbursement, necessarily incurred by such interested party 


and shall be taxable in the same manner as other disbursements. 


The amounts taxed as disbursements shall be due and payable thirty 


days after written demand for payment thereof shall have been . 


filed with the Port Authority. 

(ec) The title to any piece or parcel of the real property, or any 
interest therein, authorized to be acquired hereunder shall be vested 
in the Port Authority upon the entry of the order granting the 
application to condemn. The Port Authority, however, may direct 


that the title shall be vested in the Port Authority upon a speci- 


fied date after the date of the entry of the order granting the 


application to condemn, or upon the date of the filing of the final 
decree, but not later than the date of the filing of the final decree. 
Upon the date when title to the real property shall have vested 


as herein provided, the Port Authority shall become and be seized 


in fee of or of an easement in, over, above, through, upon or under 
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such real property or such other interest therein as may have been 
specified, the same to be held, appropriated, converted and used 
for the purposes for which the proceeding was instituted. The 
Port Authority or any person acting under its authority shall 
immediately or at any time thereafter take possession of such prop- 
erty without suit or other judicial proceedings. 

(dd) Where the whole of any lot parcel of real property, 
under lease or othee contract, shall be taken, all the covenants, 
contracts and engagements between landlord and tenant and other 
contracting parties touching the same or any part thereof, upon 
the vesting of title in the Port Authority, shall cease and determine 
and be absolutely discharged. Where a part only of any lot or 
parcel of real property so under lease or other contract shall be so 
taken, all contracts and engagements respecting the same, upon - 
such vesting of title, shall cease and determine and ‘ absolutely 
discharged as to the part thereof so taken, but shall remain valid 
and obligatory as to the residue thereof. All tenants in possession 
of such premises at the time of the vesting of title thereto in the 
Port Authority shall become tenants at will of the Port Authority 
unless within ten days after the vesting of title they shall elect to 
vacate and give up their respective holdings. 

§ 16. The state of New York hereby elects to exercise the 

‘2 


option reserved to each state by section ten hereof (and by the 


corresponding section ‘of the New Jersey statute concurring 


- herein) ; and accordingly, if by the effective date of this act, this 


state has adopted, or if thereafter it shall adopt general legislation 


governing applications for federal aid for air terminals by munic- 
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ipalities of this state or the receipt or disbursement of such federa) 
aid by or on behalf of such municipalities, such legislation shal) 
apply to applications by the Port Authority for federal aid for 
air terminals located in this state in the same manner and to the 
same extent as other municipalities of this state, provided, that if 
such legislation shall require such applications for federal aid to 
“ approved by any officer, board, commission, department or other 
agency of this state or shall require the consent of any such agency, 
of this state to the submission thereof to the federal government, 
or shall require any such agency of this state to be designated 
by municipalities as their agent to collect or disburse such federal 
aid, or shall contain any other requirement vesting any such 
agency of this state with power or discretion with respect to the 
making of such applications for federal aid or the receipt or 
disbursement thereof, then such officer, board, commission, depart 
ment or other agency of this state shall have power to waive 
such requirement in whole or in part temporarily or permanently 
insofar as the Port Authority is concerned. 

§ 17. This act shall take effect upon the enactment into law 
by the state of New Jersey of legislation having an identical effect 
with section one to fourteen, inclusive, of this act; but if the state 


of New Jersey shall have already enacted such legislation, then this 


act shall take effect immediately. 
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STATE OF' NEW YORK 





No. 2053 int. 1920 


IN ASSEMBLY 


February 18, 1947 


Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


To establish an optional procedure under which the Port of New 
York Authority may exercise the right of eminent domain or 
condemnation in cases where the Port of New York Authority 
is authorized by legislative enactment to acquire real prop- 
erty within this state 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


1 Section 1. Whenever the Port of New York Authority (herein- 
9 after referred to as the port authority) is authorized by legislative 
g enactment to condemn real property or acquire title thereto within 
4 this state by the exercise of the right of eminent domain, it may do 
§ 80 pursuant to the following procedure: 

‘6 (a) As used in this section, unless otherwise expressly stated 
q or unless context or subject matter otherwise requires, the follow- 
; ing terms shall mean: 


g ‘‘The court’’, ‘‘the supreme court’: A special term of the 


Exrtusatiog — Matter in iseMee ts new; matter in bracket? [ } te elé law te 
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supreme court for condemnation proceedings held in the county 
within the port district and within the judicial district in which req) 
property being acquired or some part thereof is situated. 

*‘Application to condemn’’: An application to the supreme court 
to have the compensation which should justly be made to the 
respective owners of the real property proposed to be taken, ascer. 
tained and determined by the court without a jury. 

**Justice’’: The justice assigned to hold such court. 

“‘Days’’: Calendar days exclusive of Sundays and full legal 
holidays. 

“‘Owner’’: A person having an estate, interest or easement in the 


real property being acquired or a lien, charge or encumbrance 


thereon. 
‘Real property’’: Lands, structures, franchises and interests in 
land, including air space and air rights, waters, lands under water 


and riparian rights, and any and all things and rights included 
within the said term, and includes not wale fees simple absolute 
but also any and all lessor interests, including but not limited to ease- 
ments, rights of way, uses, leases, licenses and all other incorporeal 
hereditaments and every estate, interest or right, legal or equitable, 
including terms for years and liens thereon by way of judgments, 
mortgages or otherwise. 

(b) Whenever the port authority shall determine that it is neces- 
sary to acquire real property, appropriate to the authorization 
hereinbefore referred to, for the public use by the exercise of the 


right of eminent domain or condemnation, it shall prepare two simi- 


lar surveys, diagrams, maps, plaus or profiles of the real property 
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q being acquired, stating thereon that the port authority has deter- 
g mined that it is necessary to acquire said property, and the amount 
g or valuation at which each parcel of real property to be acquired has 
4 been assessed for purposes of taxation on the tax rolls for each of © 
5 the three years preceding, and if the interest being taken shall be 
§ less than the fee, the estimated value of such interest; one of such 
7 surveys, diagrams, maps, plans or profiles shall be filed in the office 
§ of the secretary of the port authority and the second shall be filed 
9 in the office in which instruments affecting real property are 
10 required to be recorded, in the county in which such real property 
ll is situated ; and it shall file in the office of the clerk of the county 
12 where the real property to be acquired or any part thereof is 
13 situated, a notice of the pendency of a proceeding for the acquisition 
4 of such property. Such notice shall briefly state the object of the 
15 proceeding and shall contain a brief description of the real prop- 
16 erty being acquired thereby. It shall also state the names of such 
17 of the owners of such real property as may be known to the port 
18 authority, and in case any of the owners are unknown, j statement 
19 to that effect shall be made in such notice. Such notice, from the 
2 time of filing, shall be constructive notice to a purchaser or encum- 
21 brancer of the real property affected thereby from or against any 
22 person interested as owner with respect to hens the notice is 
% directed to be indexed. 

% It shall be lawful for the duly authorized agents of the port 
% authority, and all persons acting under its authority and by its 
% direction, to enter in the daytime into and upon such real property 


27 which it shall be necessary so to enter, for the purpose of making 
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such surveys, diagrams, maps or plans, or for the purpose of making / 
such soundings or borings as the port authority may deem necessary, 

(ce) Upon the filing of the lis pendens, the port authority sha) 
cause notice by advertisement to be published on one day in eae) 
of four successive weeks in a newspaper published or of general 
circulation in the county in which the real property to be acquired 
is located, of its intention to make application to the supreme court, 
in the judicial district where the whole or a part of the real prop. 
erty affected is situated, at a time and place to be stated in such 
notice, to have the compensation which should justly be made to the 
respective owners of the real property propased to be taken, ascer. 
tained and determined by the court. Such notice shall indicate 
the real property to be taken by a general description and by 
reference to the map on file in the office of the port authority and 
in the office in which instruments affecting real property are 
required to be recorded. 

(d) In addition to the provisions contained in subdivision (¢) 
above, written notice of the application shall be given by the port 
authority to the owners of all property affected by the proceeding 
at least ten days prior to such application, by mailing the same 
to such owners at the address registered or filed with the collector 
of taxes for the purpose of forwarding to them bills for taxes or 
assessments. Such notice shall state the purpose for which the 


property is to be acquired and the date when such application will 


be presented and shall contain a copy of such application. Failure , 


to comply with the directions contained in this subdivision shall 


not invalidate or affect the proceeding. 
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(e) Upon the application to condemn, the port authority shall 
present to the court a verified petition setting forth: 

1. The action had by the board of commissioners of the port 
authority with reference to the proceeding; 

2. The real property to be acquired therein by setting forth 
a specific description thereof, and its location with reasonable cer- 
tainty and by reference to the map on file in the office of the port 
authority and in the office in which instruments affecting real 
property are required to be recorded, a copy of which shall be 
attached to the petition; 

3. The amount of valuation at which each parcel of the real 
property i. be acquired has been assessed for purposes of taxation‘ 
on the tax rolls for each of the three years preceding the date of the 
petition, or if the interest being taken shall be less than the fee, 
the estimated value of such interest; 

4. A prayer that the real property described therein be con- 
demned by such court. 

(f) At the time and place mentioned in the notice published 
pursuant to subdivision (c) hereof, unless the court shall adjourn 
the application to a subsequent day, and in that event, at the . 
time and place to which such application may be adjourned, upon 
due proof to its satisfaction of the publication and mailing of such 
notice and upon filing such petition, the court shall enter an order 
granting the application, which order shall be filed in the office 
of the clerk of the county in which the real property affected is 
situated. If such real property is situated in two or more counties, 


then such order shall be filed in the office of the clerk of any one 
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of such counties as the court shall direct. The port authority shall, 
within ten days after the entry of such order, cause a certified copy 
thereof to be recorded in the office where instruments affecting 
real property are required to be recorded, in every other county 
in which any part of the real property affected is situated, in the 
same manner as deeds are recorded and the register or county 
clerk with whom such copy order shall be recorded shall index the 
same in the same manner as recorded deeds are indexed. 

(g) The port authority, after the filing of the order granting 
the application to condemn, shall cause to be published on one day 
in each of four successive weeks in a newspaper published, or of 
general circulation in the county in which the real property to be 
acquired is located, a ee containing a general description of 
the real property to be acquired, a statement that such order has 
been filed and requiring that all owners of such real property 
shall, on or before a date therein specified, file with the clerk of 
the court of the county in which the order granting such application 
has been filed, a written claim or demand, duly verified in the 
manner provided by law for the verification of pleadings in an 
action, setting forth the real property owned by the claimant and 
his post office address, the nature of his interest in said real prop- 
erty, together with an inventory or itemized statement of the 
fixtures, if any, for which compensation is claimed. The claimant 
shall within the same time serve on the port authority a copy of 
such verified claim. In inn such claim or demand for compenss 


tion in respect of any fixtures is made by a lessee or tenant of the 


real property to be acquired, a copy of the verified claim or demand 
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of such lessee or tenant, together with such inventory or itemized 
statement, shall be served by such lessee or tenant upon the owner 
of such real property or his attorney. 

(h) Proof of title to the real property to be acquired, where the 
same is undisputed, seallaan with proof of liens or encumbrances 
thereon, shall be submitted by the claimant to the port authority. 
The port authority shall serve upon all parties or their attorneys: 
who have served upon it copies of their verified claims, a notice 
of the time and place at which it will receive such proof of title. 
Where the title of the claimant is disputed, it shall be the duty of 
the court to determine the ownership of such real property upon 
proof submitted to the court during the trial of the proceeding. 
The court shall also have power to determine all questions of title 
incident to the trial of the proceeding. 

(i) A proceeding by the port authority to acquire title to real 
property pursuant to this section shall be deemed a special pro- 
ceeding, in which testimony may be taken by deposition pursuant 
to the provisions of article twenty-nine of the civil practice act and 
the rules of civil practice and subject to the provisions of this 
section. The pendency of such a proceeding shall constitute special 
circumstances which render it proper that the deposition of any 
person not an owner be taken, pursuant to section two hundred 
eighty-eight of the civil practice act. Such deposition may be 
taken upon any question or issue in the proceeding and for the 


purpose of obtaining testimony as to any sale or lease as described 


9g in subdivision (1) of this section at the instance of the port author- 


ity or of any owner or at the direction of the court at any time 
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after the expiration of the date fixed for filing claims. Any owner 
desiring to obtain testimony by deposition shall give at leant five 
days’ notice, or if service is made through the post office at least 
eight days’ notice to the port authority and to all other ownen 
or their attorneys who have duly filed their verified claims. If the 
port authority shall desire to obtain testimony by deposition, it 
shall give like notice to all owners or their attorneys who have duly 
filed and served on it copies of their verified claims. The party 
bringing on such examination shall, at its own cost and expense, 
provide proper stenographic service. If the port authority shall 
bring on such examination, it shall cause a duly certified copy of 


the transcript of such examination to be filed in its office and to 


be maintained for examination by all parties to the proceeding . 


If the owner shall bring on such examination, he shall provide 
the port authority with two copies of the duly certified transeript 
of such examination, one of which shall be filed and maintained 
in the office of the port authority for examination by all parties to 
jae proceeding. 

(j) After all parties who have filed verified claims, as provided 
in subdivision (g) hereof, have proved their title or have failed 
to do so after being notified by the port authority of the time 
when and place where such proof of title would be received, the 


port authority shall serve upon all parties or their attorneys who 
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have appeared in the proceeding a note of issue thereof and shall | 


file such note of issue with the clerk of the court of the county i | 


which the trial is to be had. The trial shall be had in such county | 


within the port district and within the judicial district in whid 
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the real property affected by the proceeding is situated, as the 
port authority in the note of issue shall designate. The note of 

issue shall be served at least ten days before and shall be filed at 
least eight days before the date for which the proceeding is noticed 

for trial. The note of issue shall briefly state the title of the pro- 

ceeding, the date and place of entry of the order granting the 

application to condemn, the names and addresses of the persons 

who have filed claims, the names and addresses of their respective 

attorneys and a brief statement as to the extent of the real prop- 

erty to be acquired. The clerk of the court must thereupon enter 

the proceeding upon the proper calendar according to the date of the 

entry of the order granting the application to condemn. When the 

note of issue has been served and filed, the proceeding must remain 

on the calendar until finally disposed of. 

(k) It shall be the duty of the justice trying any such proceeding, 
to view the real property to be thereby acquired. Where title to real 
property being acquired in a proceeding shall have been vested in 
the port authority, and buildings or improvements situated thereon 
shall have been removed or destroyed by the port authority or 
pursuant to its authority prior to the trial of the proceeding, and 
whereby the justice trying the proceeding is deprived of a view of 
the buildings or improvements so removed or destroyed, the fact 
that the justice has not had a view thereof shall not preclude the 
court from receiving on the trial of the proceeding testimony and 
evidence as to the damage sustained by the claimant by reason of 
the taking thereof, when offered on behalf of either the claimant 
or the port authority. 

Assembly, No. 2053 2 
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(1) Upon the trial, evidence of the price and other terms Upon 


any sale, or of the rent reserved and other terms in any lease, relat. 


ing to any of the property taken or to be taken or to any other 


‘property in the vicinity thereof, shall be relevant, material and 


competent, upon the issue of value or damage and shall be admissible 
on direct examination if the court shall find the following: 

1. That such sale or lease was made within a reasonable time of 
the vesting of title in the port authority. 

2. That it was freely made in good faith in the ordinary course 
of business. 

3. In case such sale or lease relates to other than property taken, 
that it relates to property which is similar to the property taken. 
No such evidence, however, shall be admissible as to any sale or 
lease, which shall not have been the subject of a deposition or 
examination before trial either at the instance of the port authority 
or of an owner, unless at least thirty days before the trial the party 
proposing to offer such evidence shall have served a written notice 
in respect of such sale or lease, which notice shall specify the names 
and addresses of the parties to the sale or lease, the date of making 
the same, the location of the premises, the office, liber and page of 
the record of the same, if recorded, and the purchase price or rent 
reserved and other material terms, or unless such sale or lease shall 
have occurred within thirty days before the trial. Such notice by the 
port authority shall be served upon all owners or their attorneys 
who have appeared in the proceeding; if served on behalf of an 


owner, it shall be served upon the port authority and upon all other 


owners or their attorneys who have appeared in the proceeding. The 
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testimony of a witness as to his opinion or estimate of value of 
damage shall be incompetent, if it shall appear that such opinion or 
estimate is based upon a sale or lease of any of the property taken 
or of any of the property in the vicinity thereof, which shall not 
have been the gubject of a deposition or examination before trial, 
unless it shall have been specified in a notice served as herein pro- 
vided or shall have occurred within thirty days before the trial. 

(m) Upon the trial, no map or plan of proposed streets, drains or 
sewers for the subdivision and improvement of any property, nor 
any drawing or other specification of excavation or filling or piling 
or of any proposed structure above or under ground deemed neces- 
sury or proper to provide a foundation for a suitable or adequate 
improvement, or of any other structure or improvement not existing 
on the property on the date that title thereto may yest in the port 
authority, nor any oral or written estimate of cost or expense of 
constructing the streets, drains or sewers in conformity with such 
map or plan, nor oe oral or written estimate of the cost of making 
such excavation or filling or piling or of constructing any such 
other proposed structure or improvement in conformity with such 
drawing or other specification thereof, nor any evidence of value 
of damage based upon any of the foregoing, shall be received in 
evidence, unless the party offering the same in evidence shall have 
served upon the adverse party, at least thirty days prior to the trial, 
a notice of intention to offer such evidence on the trial and of the 
particulars thereof, including a true copy cf the map or plan or 
drawing and other specifications and estimate of cost or expense 
to be so offered in evidence, provided, however, that when offered 


such evidence shall be subject to objectior upon any legal ground. 











1346 PORT OF NEW YORK AUTHORITY 


1 
2 
3 
4 
5 
6 
7 
8 


9 
10 


11 


13 
14 
15 
16 
17 
18 


19 


3 8 k 


(n) Upon the trial, no evidence shall be admitted, as against 
an owner of real property being acquired, of an offer made by or on 
behalf of such owner for the sale of his property or any hs 
thereof to the port authority, or for the sale or assignment of any 
right and title to the award or awards, or any part thereof, to be 
made for such property or any part thereof, in the proceeding; nor 
shall any evidence be received, as against the port authority, of any 
offer made to such owner, by or on its behalf, for the purchase of 
such property or any part thereof or for the purchase of the award 
or awards or any part thereof, to be made for such property, or any 
part théreof, in the proceeding. : 

(0) The court, after hearing such testimony and considering 
such proofs as may be offered, shall ascertain and estimate the com- 
pensation which should justly be made by the port authority to the 
respective owners of the real property being acquired. The port 
authority shall thereupon prepare a tabular abstract of the estimate 
of damage setting forth separately the amount of loss and damage 
to each and every parcel of real property affected by the proceeding, 
the names of the respective owners of each and every parcel of real 
property affected thereby as far as the same shall be ascertained, and 
a sufficient designation or description of the respective lots or 
parcels of real property acquired, by reference to the numbers of 
the respective parcels indicated upon the surveys, diagrams, maps, 
plans or profiles used by the court, or copies thereof, which, | 
together with all of the affidavits and proofs upon which such 


estimates are based, shall accompany or be attached to such tabular 


abstract. Such tabular abstract shall be signed by the justice trying 
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the proceeding and filed with the clerk of the court in the county in 
which the order granting the application to condemn was filed, and 
when so filed, such abstract shall constitute the sentative decree of 
the court as to awards for damages. ‘ 

(p) The port authority shall furnish to the court such surveys, 
diagrams, maps, plans and profiles as the court shall require, to 
enable the court to hear and determine the claims of the owners of 
the real property affected by the proceeding. Such surveys, dia- 
grams, maps, plans and profiles shall distinctly indicate by sepa- 
rate numbers, the names of the claimants to, or of the owners of the 
respective parcels of real property to be taken in such proceeding, 
so far as the same are known, and shall also specify in figures with 
sufficient accuracy the dimensions and bounds of such real prop- 
erty. Where possible, such real property shall be designated on 
such maps by the same ward or block and lot numbers or other 
designations as shall be used to designate such real property on the 
tax books and tax maps of the taxing agency in which it is located. 
The court may require the port authority to furnish such other 
surveys, diagrams, maps, plans and profiles and such other informa- 
tion as shall aid and assist the court in the trial and determination 
of the proceeding. 

(q) Upon the filing of the tentative decree, the port authority 
shall give notice by mail to all persons or their attorneys who have 
appeared in the proceeding of the filing of such tentative decree 
and that the port authority ard all other parties interested in such 
proceeding, or in any of the real property affected thereby, having 


an objection thereto, shall file such objections, in writing, duly . 
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verified, in the manner required by law for verification of pleading, | 
in an action, setting forth the real property owned by the objector, 
and his post office address, in the office in which the tentative decree | 
was filed within twenty days after the mailing of such notice. The | 
notice shall further state that the port authority, on a date specified 
in the notice, will apply to the justice who made the tentative decree 
to fix a time when he will hear the parties objecting thereto. Every 
party objecting to the tentative decree, within the time specified in 
the notice to file objections, shall serve on the port authority a copy | 
of such verified objections, and if the port authority intends to 
apply for the tellin of any award, it shall give notice by mail of 
such intention to the owners thereof who have appeared in the 
proceeding. Upon the application of the port authority, the justice | 
shall fix the time when he will hear the parties so objecting and 
desiring to be heard, and notice thereof shall be mailed to all such 
parties. At the time so fixed the justice shall hear the person or 
persons who have objected to the tentative decree, and who may | 
then and there appear, and shall have the power to adjourn from 
time to time until all parties who have filed objections and who , 
desire to be heard shall have been fully heard. 

(r) After considering the objections, if any, and making any 
corrections or alterations in the tentative decree as to awards for 
damage, which the court shall consider just and proper, the justice 
trying the proceeding shall give instructions to the port authority 
as to the preparation of the final decree. Such decree shall consist 


of the tentative decree, altered and corrected in accordance with the | 


instructions of the justice; of the final awards, as determined by 
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the court, set opposite the respective damage parcel oe in a 
column headed ‘‘Final Award’’ in the tabular abstract of awards 
for damage; of a statement of the facts conferring upon the court 
jurisdiction of the proceeding; and of such other matters as the 
court shall require to be set forth. The final decree shall also con- 
tain a statement that the amounts set opposite the respective damage 
parcel numbers in the column headed ‘‘Final Awards’’ in the 
tabular abstract of awards for damage constitute and are just com- 
pensation which the respective owners are entitled to receive from 


the port authority. The final decree shall also set forth the names 
of the respective owners of the several parcels acquired, as far as 
the same shall have been ascertained, but in all cases where the 
owners are unknown or not fully known to the court, it shall be 
sufficient to set forth and state in general terms in the decree the 
respective sums to be allowed and paid to the owners of the respec- 
tive parcéls for loss and damage, without specifying their names 
or their estates or interests therein, and in such case the owners may 
be specified as unknown. To the final decree shall be attached the 
surveys, diagrams, maps, plans or profiles referred to in subdivision 
(p) hereof. Such decree shall set forth the several parcels taken by 
reference to the numbers of such parcels on the respective surveys, 
diagrams, maps, plans or profiles and it shall not be necessary to 
describe any parcels acquired by metes and bounds. 

(s) Should any errors exist in the tentative decree or in the 
surveys, diagrams, maps, plans or profiles attached thereto, the 
court may correct such error and direct that such correction be 


shown in the final decree. 
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(t) The final decree, together with all the affidavits and prook 
upon which the same is based, shall be filed in the office of the clerk | 


of the county in which the order granting the application to con 





demn was filed, and if the real property affected by the proceeding 


is situated in two or more counties, a certified copy of such deere 


shall be filed in the office in which instruments affecting real prop. 


erty are required to be recorded in every county in which any part 


of the real property affected is situated. The final decree, unlem | 


set aside or reversed on appeal, shall be final and conclusive as well 


upon the port authority and upon the owners of the real property 
mentioned therein, and upon all other persons whomsoever. 

(u) The port authority, or any party or person affected by the 
proceeding and aggrieved by the final decree of the court therein 
as to awards, may appeal to the appellate division. An appeal from 
the final decree of the court must be taken within thirty days after 


notice of the filing of such final decree. Except as hereinafter pro 


vided, such appeal shall be taken and heard in the manner pro 


vided by the civil practice act and the rules of practice of the 


court in relation to appeals from orders in special proceedings. The , 


determination of the appellate division shall be in the form of an 


order. The final decree of the court shall be deemed to be final 


and conclusive upon all parties affected thereby who have not | 


appealed. Such appeal shall be heard upon the evidence taken by 


the court or such part or portion thereof as the justice who made 


the decree may certify, or the parties to such appeal may agree | 


upon, as sufficient to present the merits of the question in respect #0 | 


which such appeal shall be had. An appeal taken but not pros» 
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cuted within six months after the filing of the notice of appeal, 
unless the time within which to prosecute the same shall we been 
extended by an order of the court, shall be deemed to have been 
abandoned and no agreement between the parties extending the 
time within which such appeal may be prosecuted shall vary the 
provisions hereof. If a final decree of the court shall be reversed on 
appeal, such reversal shall not divest the port authority of title to 
the real property affected by the appeal. 

(v) An appeal to the court of appeals may be taken aa the port 


authority or any person or party interested in the proceeding and 


ll aggrieved by the order of the appellate division. Such appeal shall 


13 
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16 
17 


be taken and heard in the manner provided by the civil practice 
act and the rules of practice of the court of appeals in relation to 
appeals from orders in special proceedings. An appeal taken but 
not prosecuted within six months after the filing of the notice of 
appeal, unless the time within which to prosecute the same shall 
have been extended by an order of the court, shall be deemed to be 
abandoned, and no agreement between the parties to the appeal 
extending the time to prosecute the same shall vary the provisions 
hereof. The court of appeals may affirm or reverse the order 
appealed from and make such order or direction as shall be appro- 
priate to the case. If a final decree of the court shall be reversed by 
the court of appeals, such reversal shall not divest the port authority 
of title to the real property affected by the appeal. 

(w) All damages awarded by the court, with interest thereon 


from the date of the filing of the final decree, or if the title to the 


real property acquired shall have vested in the port authority prior 
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thereto, from the date of such vesting, shall be paid by the por 
authority to the respective diefpis to whom the damages wen 
awarded in the final decree, within two calendar months after the 
aoe of the final decree without further order of the court, 
application for such payment by said owners. Property ownen 
appearing in the proceedings shall not be entitled to recover counsd 
fees, costs, disbursements or allowances. Any outstanding taxes 


assessments or other liens shall be deducted from the amount of the 


award and no interest shall be paid by the port authority upon the | 


sum or sums so deducted. Payment of an award to a person named 
in the final decree as the owner thereof, if not under legal disability, 
shall in the absence of notice in writing to the port authority of 
adverse claims thereto protect the sah authority and shall bes 
full acquittance and release of all claims to said-award. When an 
owner in whose favor an award shall have been made in a final 


decree shall be under legal disability, or when the name of the 


owner shall not be set forth or mentioned in the final decree because | 


unknown, or when the owner, although named in such decree, 
cannot be found, or where there are adverse or conflicting claims 
to the money awarded as compensation, the port authority shall 


pay such award into court, to be secured, disposed of, invested or 
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paid out as the court shall direct, and such payment shall be as valid 


and effectual in all respects as if made to the owner or other persoa 
entitled thereto. 
(x) The port authority may pay to the person entitled to a 


award for real property acquired in a proceeding, in advance of 


the final determination of his damages, a sum to be determined. by 
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the port authority, not exceeding sixty per centum of the assessed 
value of the real property taken less the liens and encumbrances of 
record thereon, provided that when the real property taken shall be 
less than the fee, then such sum shall not exceed sixty pee deind of 
the amount set forth in the petition as the estimated value of such 
interest, less the liens and encumbrances thereon. Where the port 
authority has taken possession of the real property to be acquired 
prior to the entry of the final decree, the port authority shall, on 
written request, pay to the parties entitled thereto a sum equal to 
sixty per centum of the assessed value of the real property taken, 
less the liens and encumbrances of record thereon within sixty days 
after taking possesion thereof, provided that when the real prop- 
erty taken shall be less than the fee, then such sum shall not exceed 
sixty per centum of the amount set forth in the petition as the esti- 
mated value of such interest, less the liens and encumbrances 
thereon. Before ‘ia such advance payment shall be made the port 
authority shall procure the certificate of its general counsel showing 
that the person, to whom payment is to be made, is the person legally 
entitled to receive the same. If the port authority shall decide to 
make a partial payment in advance-to any person entitled to an 
award, interest on the sum so decided to be paid in advance shall 
cease to run on and after a date five days after such person shall 
have been notified by mail or otherwise that the port authority is 
ready to pay the same. In case the person entitled to an award at 
the date of the vesting of title to the real property in the port 


authority shall have transferred or assigned his claim, such transfer 


or assignment made by him, or by his successor in interest or legal 
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representative, shall not become binding upon the port authority 
unless the instrument or instruments evidencing such transfer 
or assignment shall have been filed in the office of the “port 
authority prior to any such advance payment. When any gueh 
advance payment shall have been made, the port authority, on 
paying the awards for the real property acquired, shall deduct 
from the total amount allowed as compensation the sum advanced 
plus interest thereon from the date of the payment of such advance 
to the date of the final decree, and the balance shall be paid as here. 
inbefore provided in subdivision (w) hereof. 

(y) In any proceeding hereunder, in which title to the real 
property to be acquired shall have become vested in the port 
authority prior to the entry of the final decree of the court, the 
port authority shall have power and is hereby authorized to 
purchase from the owners of such real property at the date of the 
vesting of title thereto, or their successors in interest or legal 
representatives, their right and title to the award or awards, or 
any part thereof, to be made in such proceeding and to take an 
assignment thereof to the port authority. 

(z) No pledge, aid transfer or assignment of an award by the 
person entitled to receive the same by virtue of the final deeree 
of the court or by other order of the court, shall be valid unless the 
instrument evidencing such pledge, sale, transfer or assignment 
shall be acknowledged or proved as instruments are required to be 
acknowledged or proved for the recording of transfers of real 


property and shall be filed in the office of the Port of New York 


Authority. Every such instrument not, so filed shall be void as 
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against any subsequent pledgee or assignee in good faith and for a 
valuable consideration from the same pledgor or assignor, his heirs, 
administrators or assigns, of the same award or any portion thereof, 
the assignment of which is first duly filed in the office of the port 
authority. The port authority shall maintain in its office a record 


of all pledges or assignments filed with it under the provisions 


hereof. 
” 
(aa) The court at any time may correct any defect or infor- 
mality in any notice, petition, pleading, order or decree in the 


proceeding, or cause real property affected by such defect, infor- 
mality or lack of jurisdiction to be excluded therefrom: or any 
other real property affected by such defect, informality or lack of 
jurisdiction to be included therein by amendment upon ten days’ 
notice published as provided for the institution of the proceeding 
and may direct such further notices to be given to any party in 
interest as it shall deem proper. 

(bb) The board of commissioners of the port authority by resolu- 
tion may effect a discontinuance of any proceeding as to the whole 
or a part of the lands to be acquired in such proceeding, at any time 
before title to the real property to be thereby acquired shall have 
vested in the port authority, and may cause new proceedings to be 
taken for the condemnation of such real property. In case of such 
discontinuance, however, the reasonable actual cash disbursements, 
necessarily incurred and made in good faith by any party 
interested, shall be paid by the port authority, after the same shall 
have been taxed by a justice of the supreme court, or by a referee 


under his special order, upon ten days’ notice of such taxation 
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being previously given to the port authority, provided the applica. 
tion to have such disbursements taxed shall be made and presented 
to the court within one year after the adoption of the resolution of 


the board discontinuing the proceeding in whole or in part. For the 





purposes of this section, the fair and reasonable value of the | 


services of an attorney retained by any interested party to repre 
sent his interests in said condemnation proceedings, whether on 4 


contingent fee basis or otherwise, if such retainer be made in good 


faith, shall be deemed to be an actual cash disbursement, neces. ' 


sarily incurred by such interested party and shall be taxable in the 
same manner as other disbursements. The amounts taxed as dis- 
bursements shall be due and payable thirty days after written 
demand for payment thereof shall have been filed with the port 
authority. ' 

(ec) The title to any piece or parcel of the real property, or 
any interest therein, authorized to be acquired hereunder shall be 
vested in the port authority upon the entry of the order granting 
the application to condemn. The port authority, however, may 
direct that the title shall be vested in the port authority upon s 
specified date after the date of the entry of the order granting the 
application to condemn, or upon the date of the filing of the final 
decree, but not later than the date of the filing of the final deeree. 
Upon the date when title ‘ the real property shall have vested as 
herein provided, the port authority shall become and be seized in 


fee of or of an easement in, over, above, through, upon or under 


such real property or such other interest therein as may have been 


specified, the same to be held, appropriated, converted and used for 








the 


5 


ay 
ns 


the 


for 


, =) &@ s+ 


I 


10 
11 


‘12 


18 
14 
15 


8 


2 
3 
4 
5: 
6 
7 
8 
9 


PORT OF NEW YORK AUTHORITY 1357 


the purposes for which the proceeding was instituted. The port 
authority or any person acting under its authority shall immediately 
or at any time thereafter take possession of such property without 
suit or other judicial proceedings. 

(dd) Where the whole of any lot or parcel of real property, 
under lease or other contract, shall be taken, all the covenants, 
contracts and engagements peseeell landlord and tenant and other 
contracting parties touching the same or any part thereof, upon 
the vesting of title in the port authority, shall cease and determine 
and be absolutely discharged. Where a part only of any lot or 
parcel of real property so under lease or other contract shall be so 
taken, all contracts and engagements respecting the same, upon 
such vesting of title, shall cease and determine and be absolutely 
discharged as to the part thereof so taken, but shall remain valid 
and obligatory as to the residue thereof. All tenants in possession 
of such premises at the time of the vesting of title thereto in the 
port authority shall become tenants at will of the port authority 
unless within ten days after the vesting of title they shall elect to 
vacate and give up their respective holdings. 

§ 2. The powers granted to the port authority by this act shall 
be deemed to be in aid of and supplemental to and not in limitation 
or derogation of the powers otherwise conferred upon it; and 
nothing herein contained shall be construed to prevent the port 
authority from exercising the right of eminent domain under and 
pursuant to the condemnation law of the state of New York, or any 
other applicable law of this state, in any case where it is authorized 
80 to do. 


§ 3. This act shall take effect immediately. 
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STATE OF NEW YORK 


"No. 2234 Int. 2108 


IN ASSEMBLY 


February 17, 1948 


Introduced by Mr. D. M. STEPIHHENS—read once and referred to 
the Committee on Ways and Means. 


AN ACT 


To amend chapter seven hundred of the laws of nineteen 
hundred thirty-three, entitled “An act consenting to and 
approving of the acceptance by the state of New Jersey from 


Erie Railroad Company, a corporation, and The Long Dock’ 


Company, a corporation, of the conveyance of certain real 
property, situate in the city of Jersey City, county of Hudson, 
state of New Jersey, and consenting to the conveyance of 
certain real property now owned by the state of New Jersey 
and the state of New York as tenants in common, situate in 
the city of Jersey City, county of Hudson and state of New 
Jersey, to Erie Railroad Company and The Long Dock Com- 
pany or their designee in consummation of the contract 
between New York state bridge and tunnel commission and 
New Jersey interstate bridge and tunnel commission and 
Erie Railroad Company and The Long Dock Company, 
dated December seventh, nineteen hundred twenty-one, as 
amended,” in relation to the clarification of certain sections 
thereof 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Chapter seven hundred of the laws of nineteen hun- 
dred thirty-three, entitled ‘‘An act consenting to and approving 
of the acceptance by the state of New Jersey from Erie Railroad 
Company, a corporation, and The Long Dock Company, a corpo- 


Exrtaration — Matter tm ételice is new; matter in brackets { ; off law & 
be omitted. 





Se = 6hSSelltCO 


2 





lf 


15 
16 


26 
27 





PORT OF NEW YORK AUTHORITY 1359 


ration, of the conveyance of certain real property, situate in the 
city of Jersey City, county of Hudson, state of New Jersey, and 
consenting to the conveyance of certain real property now owned 
by the state of New Jersey and the state of New York as tenants 
in common, situate in the city of Jersey City, county of Hudson 
and state of New Jersey, to Erie Railroad Company and The Long 
Dock Company or their designee in consummation of the contract 
between New York state bridge and tunnel commission and New 
Jersey interstate bridge and tunnel commission and Erie Railroad 
Company and The Long Dock Company, dated December seventh, 
nineteen hundred twenty-one, as amended,’? is hereby amended to 
. 

read as follows: 

An act consenting to and ‘approving of the acceptance by the 
state of New Jersey from Erie Railroad Company, a corporation, 
{and The Long Dock Company, a corporation,] of the conveyance 
of certain real property, situate in the city of Jersey City, county 
of Hudson, state of New Jersey, and consenting to the conveyance 
of certain real property now owned by the state of New Jersey 
and the state of New York as tenants in common, situate in the 
city of Jersey City, county of Hudson and state of New Jersey, to 
Erie Railroad Company [and The Long Dock Company] or [their] 
ifs designee in consummation of the contract between New York 
state bridge and tunnel commission and New Jersey interstate 
bridge and tunnel commission and Erie Railroad Company and 
The Long Dock Company, dated December seventh, nineteen hun- 


dred twenty-one, as amended 


Whereas, the state of New Jersey, acting by the New Jersey 
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interstate bridge and tunnel commission, and the state of Ney 
York, acting by the New York state bridge and tunnel commis. 
sion, did, on the seventh day of December, nineteen hundred and 
twenty-one, enter into an agreement with Erie Railroad Company, 
a corporation duly orgauized under the laws of the state of New 
York, and The Long Dock Company, a corporation duly organized 
under the laws of the state of New Jersey, for the grant by Erie 
Railroad Company, and the Long Dock Company to the said states 
of New Jersey and New York of rights, interests and easements 
necessary for the construction of the Hudson river vehicular tunnel. 
(now known as the Holland tunnel) on and through the property 
of Erie Railroad Company and The Long Dock Company in the 
city of Jersey City, county of Hudson and state of New Jersey, 
and providing for other matters incidental to the construction and 
operation of the said tunnel, and 

WueEREAs, the parties to the said agreement did, on the twenty. 
sixth day of May, nineteen hundred and.twenty-two, enter into a 
further agreement supplementing and amending the aforesaid 
agreement eutered into between them on thé seventh day of Decem- 
ber, nineteen hundred and ‘twenty-one, and 

Wuenrgas, the said parties did, on the second day of June, nine- 
teen hundred and twenty-five, enter into a further agreement sup 
plementing and amending the afuresaid agreements entered into 
between them on the seventh day of December, ninteen hundred 


and twenty-one, and the twenty-sixth day of May, nineteen hundred 


and twenty-two, and 
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(Wuereas, certain grants of easements provided by article seven- 
teen of said agreement of December seventh, nineteen hundred and 
twenty-one, to be given by the state of New Jersey to Erie Rail- 
road Company and The Long Dock Company and to be given by 
Erie Railroad Company and The Long Dock Company to the state 
of New Jersey have not yet been given, and] 

(Whereas, certain further grants of easements from the state 
of New York and the state of New Jersey to Erie Railroad Company 
and The Long Dock Company and from Erie Railroad Company 
and The Long Dock Company to the state of New Jersey are neces- 
sary in order to secure to each the full use of the lands actually 
occupied by them respectively, and] 

Whereas, by chapter two hundred and sixty-nine of the laws 
of the state of New Jersey of nineteen hundred and twenty-nine, 
the New Jersey Holland tunnel commission succeeded to the 
powers and authority and duties of the New Jersey interstate 
bridge and tunnel commission with respect to the construction, 
maintenance and operation of the said Holland tunnel, and 

Whereas, the said New Jersey Holland tunnel commission was 
abolished by chapter forty-six of ‘the laws of the state of New 
Jersey of nineteen hundred and thirty, and 

Wuereas, the said the New York state bridge and tunnel commis- 
sion was abolished by chapter four hundred and eighteen of the 
laws of the state of New York of nineteen hundred and thirty, and 

Wuereas, by chapter four of the laws of the state of New Jerecy 


of nineteen hundred thirty-one and by chapter forty-seven of the 


laws of the state of New York[, session] of nineteen hundred and 
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24 


25 


26 


thirty-one, the control and operation of the Holland tunnel wag 
vested in The Port of New York Authority, hereinafter called the 


Port Authority, [now, therefore,] and 


WHEREAS, the Port Authority, as successor in interest to the. 


New York state bridge and tunnel commission, and the New Jersey 
Holland tunnel commission, formerly known and designated eo the 
New Jersey interstate bridge and tunnel commission, did, on the 
sizth day of January, nineteen hundred and thirty-three, enter 
into a further agreement supplementing and amending the said 
agreements entered into on the seventh day of December, nineteen 
hundred and twenty-one and the twenty-sizth day of May, nine 
teen hundred and twenty-two and the second day of June, nineteen 
hundred and twenty-five, providing among other things for grants 
of easements from the state of New York and the state of New 
Jersey to Erie Railroad Company and The Long Dock Company, 
and from Erie Railroad Company and The Long Dock Company 
to the state of New Jersey, which are necessary to secure to each 
the full use of the lands, easements and rights actually occupied by 
them respectively, and 

WHEREAS, Erie Railroad Company, by deed dated the twenty- 
ninth day of July, nineteen hundred and forty-two, recorded in 
Volume 2018 at page 60 of the deed records of the county of 
Hudson, state of New Jersey, acquired all of the property of every 
kind of The Long Dock Company and assumed all of the obligations 
of The Long Dock Company, which company was duly dissolved, 


cffective the twenty-third day of October, nineteen hundred and 


forty-two; now, therefore, 
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1 The People of the State of New York, represented in Senate and 


Assembly, do enact as follows: 


Section 1. That the Port [of New York] Authority is authorized 


4 and directed to accept, on behalf of the state of New Jersey from 


on 


Erie Railroad Company [and The Long Dock Company] con- 


veyances to the state of New Jersey from Erie Railroad Company 


nN 


[and The Long Dock Company] of easements in certain lands 


situate in the city of Jersey City, county of Hudson and state of 
9 New Jersey, occupied by the said Holland Tunnel but owned by 
10 Erie Railroad Company [and/or The Long Dock Company] 
Il agreed to be conveyed by the said agreement dated December 
12 seventh, nineteen hundred and twenty-one, as amended. 

13 § 2. The said deed or deeds shall be in the same general form 
14 and shall contain the same covenants and be accompanied by the 
15 same releases as the deeds and releases which -were originally 
16 delivered by Erie Railroad Company and The Long Dock Company 
17 under the said agreement of December seventh, nineteen hundred 
18 and twenty-one. 

19 § 3. The state of New York hereby consents to and approves 
20 of the acquisition by the state of New Jersey from Erie Railroad 
1 Company: [and The Long Dock Company] of the easements 
2 described in said agreement dated December seventh, nineteen hun- 
3 dred and twenty-one, as amended. 

24 § 4. That the Port [of New York] Authority is authorized and 
% directed as the agent of and in behalf of the state of New York 
28 to execute and deliver to Erie Railroad Company [and The Long 
7 Dock Company] or [their] its designee, good and sufficient deeds, 
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12 
13 
14 
15 
16 
17 
18 
19 


25 
26 
27 


with covenant against grantor’s acts, granting, conveying and | 


releasing all the right, title and interest of the state of New York 
of, in and to certain parcels of land and ‘easements in parcels of 
land situate in the city of Jersey City, county of Hudson and state | 
of New Jersey not occupied by the said Holland tunnel as agreed | 
to be conveyed by the said agreement dated December: seventh, 

nineteen hundred and twenty-one, as amended, and to give, grant 

and convey to Erie Railroad Company [and The Long Dock Com. | 


pany] the easements and rights of way agreed to be granted by 


article seventeen of the said agreement dated December seventh, 


nineteen hundred and twenty-one. a 
§ 5. The state of New York hereby consents to and approves of | 
the conveyance by the state of New Jersey to Erie Railroad Com. | 1 


| 


pany [and The Long Dock Company] of its right, title‘and interest 
of, in and to the parcels of land and easements referred to in said 
agreement dated December seventh, nineteen hundred and twenty- 
one, as amended. 

§ 6. The intent of this statute is that the authority hereinbefore 
granted and consents herein provided shall be deemed to refer to 
the real property or easements or intaresle therein, specifically 
described by metes and bounds in legislation enacted by the state 
of New Jersey and granting similar authority and giving similar 
consents to and approvals of that state, whether such legislation | 
is to be or shall have been enacted; and this statute shall be liberally 
construed to effectuate the intent thereof. | ‘ 


§ 7. This act shall take effect upon the enactment into law by 


the state of New Jersey of legislation authorizing and directing the 
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said grants to the state of New Jersey from Erie Railroad Company 
[and The Long Dock Company] referred to in said agreement 
dated December seventh, nineteen hundred and twenty-one, as 
amended, and authorizing and directing the conveyance of the 
right, title and interest of the state of New Jersey of, in and to 
the parcels of land and easements described in said agreement of 
December seventh, nineteen hundred and twenty-one, as amended, 
and consenting to the conveyance by the state of New Jersey to 
Erie Railroad Company [and The Long Dock Company] of its 
right, title and interest therein, but if the state of New Jersey 


has already enacted such legislation, this act shall take effect 


12 immediately. 


§ 2. This act shall take effect immediately. 


i 
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STATE OF NEW. YORK 





IN ASSEMBLY 





Introduced by Mr. D. M. STEPHENS—read once and referred 
to the Committee on Ways and Means 


AN ACT 


To facilitate the rehousing of residents of areas acquired for 
the effectuation of terminal or transportation facilities of the 
port of New York authority and agreeing with the state of 
New Jersey with respect thereto 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Whenever the port of New York authority (herein- 
after referred to as the port authority) has acquired or hereafter 
acquires, for or in connection with the effectuation, construction, 
extension, or operation of any terminal or transportation facilities 
owned or operated or to be owned or operated by the port authority, 
any property used or occupied for residential purposes, it shall 
have power to rehouse persons residing or dwelling in such prop- 
erty, and to acquire, establish, construct, rehabilitate, operate and 
maintain rehousing accoumodations for such persons, at sites other 


than the site of such terminal or transportation facilities. For 


ExPianaTion — Matter in ttelice tc pew; matter in brackets [ § is olé law to 
be emitted. 
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1 such purposes and purposes incidental thereto it shall have power 


9 to enter into agreements with third persons to provide such accom- 


3 modations and to acquire, sell, exchange, transfer, assign, mortgage, 


4 operate and maintain real or personal property or interests therein, 


10 
ll 


13 
14 
15 
16 
17 
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and to borrow money upon its bonds or other obligations, with or 
without mortgages or other security, and with or without a pledge 
of the revenues of any or all of its facilities. The acquisition, 
construction, extension, operation or effectuation of such rehousing 
accommodations shall be deemed to be incidental to such terminal or 
wiiilipaetattin facilities. The capital costs and operating expenses 
of and revenues from such rehousing accommodations shall be 
deemed capital costs and operating expenses of and revenues from 
such terminal or transportation facilities. No commitment or con- 
tractual obligation heretofore made or assumed by the port 
authority to the holder of any of its bonds shall be affected by this 
act. As used in this act, the term bonds shall mean bonds, notes, 
securities or other obligations or evidence of indebtedness. 

§ 2. Except as otherwise provided by agreement between the 
port authority and the city or other municipality in which such 
rehousing accommodations are situated with respect to the laws, 
ordinances, rules and regulations of such city or other municipality, 
state and municipal laws, ordinances, rules and regulations now 
in force or hereafter enacted pertaining to the construction, rental 
and operation of residential or dwelling properties shall apply to 
rehousing accommodations provided pursuant to this act with the 
same force and effect as if such rehousing accommodations were 


constructed, leased or operated by a private corporation. Except 
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as otherwise provided by agreement between the port authority and 


the city or other municipality in which such rehousing accommodg. 


tions are situated, with respect to taxes and assessments levied by. 


such city or other municipality, the port authority shall pay the 


same taxes and assessments with respect to such rehousing accommo. | 


dations owned by it as would be paid if such rehousing accommods. 
tions were owned by a private corporation, 

§ 3. The moneys in the general reserve fund of the port authority 
may be pledged in whole or in part by the port authority as security 
for or applied by it to the repayment with interest of any moneys 
which it may raise upon bonds issued by it from time to time to 
provide funds for the effectuation of the purposes of this act; and 
the moneys in said general reserve fund may be applied by the port 
authority to the fulfillment of any other undertakings which it may 
assume to or for the benefit of the holders of any such bonda. 

§ 4. The bonds issued by the port authority to provide funds for 
the purposes of this act are hereby made securities in which all 
state and municipal officers and bodies of both states, all banks, 
bankers, trust companies, savings and loan associations, investment 
companies and other persons carrying on a banking business, all 
insurance companies, insurance associations and other persons 
carrying on an insurance business, and a!’ administrators, executors, 
guardians, trustees and other fidr », and all other persons what- 
soever, who are now or may hereafter be authorized by either state 
to invest in bonds or other obligations of such state, may properly 
and legally invest any funds, including capital, belonging to them 


or within their control; and said bonds are hereby made securities 
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which may properly and legally be deposited with and shall be 
received by any state or. municipal officer or agency of either state 
for any purpose for which the deposit of bonds or other obligations 
of such state is now or may hereafter be authorized. 

§ 5. Notwithstanding the provisions of any other law, every 
municipality and state and municipal agency and authority of the 
states of New York and New Jersey is authorized and empowered 
to cooperate with the port authority in carrying out the provisions 
of this act and without limiting the generality of the foregoing, shall 


have power to enter into agreements with the port authority to 


. provide rehousing accommodations upon such terms and conditions 


as may be agreed upon between the port authority and such munici- 
pality and state and municipal agency or authority. 

§ 6. The port authority shall not have the power to acquire 
property by condemnation or the right of eminent domain for the 
purposes of this act, provided, however, that either state may by 
neta, vest it with such power with respect to property within 
such state. 

§ 7. (a) The states of New York and New Jersey hereby consent 
to suits against the port authority for money judgments oor yore 
(including wrongful death) committed by the port authority in the 
establishment or operation of rehousing accommodations and to such 
suits only; and the said two states further consent to liability on 
the part of the port authority for torts committed by it and its 
agents in the establishment or operation of rehousing accommoda- 


tions to the same extent as though it were a private corporation. 
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(b) No such suit shall be commenced unless a notice of the 
intention to commence such action and of the time when and th 
place where the damages were incurred or the injuries wer 
received, together with a verified statement showing in detail the 
property alleged to be damaged or destroyed or the injuries alleged 
to have been received, and the value of the damages claimed 
therefor, shall have been filed with the port authority within giy 
months after such cause of action shall have accrued. An action 
under this section shall be commenced within one year after the 
cause of action therefor shal] have accrued. 

(ec) No a¢tion shall be prosecuted or maintained under this 


section against the port authority unless the complaint or necessary 


moving papers shall contain an allegation that at least thirty days | 


have elapsed since the demand, claim or claims upon which such 
action is founded, were presented to the port authority for adjust 
ment and that it has neglected or refused to make an adjustment 
or payment thereof for thirty days after such presentation. 

§ 8. This act, together with the concurrent act of the state of 
New Jersey, constitutes an agreement between the states of 
New York and New Jersey supplementary to the compact between 


the two states dated April thirtieth, nincteen hundred twenty-one, 


and amendatory thereof. It shall be liberally coustrued to effee 


tuate its purposes and the powers vested in the port authority | 


hereby shall be construed to be in aid of and supplemental to and | 


not in limitation of or in derogation of any of the powers heretofore 


conferred upon or delegated to the port authority. The port 


authority shall be regarded as performing an essential gover 
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I mental function in undertaking the effectuation of rehousing 
2 accommodations in accordance with the provisions of this act. 
8 § 9. The powers granted by this act to the port authority shall 
4 expire on July first, nineteen hundred fifty-one, provided, however, 
§ that the bonds which may be issued for the purposes of this act 
8 may be made payable at any date or dates subsequent to July first, 
Z nineteen hundred fifty-one, (as well as on or nies to that date) 
8 and that nothing in this section contained shall prevent the issu- 
9 ance, prior or subsequent to July first, nineteen hundred fifty-one, 
10 of bonds issued to refund bonds issued for the purposes of this act, 
ll or prevent payment with interest of bonds issued for the purposes 
12 of this act (including refunding bonds) ; or prevent the application 
18 of monies in the general reserve fund of the port authority to the 
14 fulfillment of any undertakings assumed to or for the benefit of 
15 holders of any such bonds. Nothing herein contained shall prevent 


16 the port authority from accepting bonds, notes, mortgages or other 


1 obligations in payment of the consideration for the sale by the 


18 port authority of property acquired pursuant to this act even 
19 though the due dates thereof are subsequent to July first, nineteen 
2 hundred fifty-one; or from enforcing any such obligations. 

1 § 10. This act shall take effect upon the enactment into law by 
2 the state of New Jersey of legislation having an identical effect with 
3 the provisions of this act; but if the state of New Jersey shall have 
4 already enacted such legislation, then this act shall take effect 


5 immediately. 
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STATE OF NEW YORK 


No. 2666 Int. 2476 . 


IN ASSEMBLY 


February 24, 1948 


Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


oe 


AN ACT 


To amend chapter six hundred thirty-one of the laws of nineteen 
hundred forty-seven, entitled “An act to facilitate the develop- 
ment by the Port of New York Authority of marine terminals, 
and agreeing with the state of New Jersey with respect 
thereto,” generally 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey 
herein, in accordance with section four of this act, the states of 
New York and New Jersey agree that section one of chapter six 
hundred thirty-one of the laws of New York of nineteen hundred 
forty-seven, entitled ‘‘An act to facilitate the development by the 
Port of New York Authority of marine terminals, and agreeing 
with the state of New Jersey with respect thereto,’’ is hereby 


amended to read as follows: 


Rurtssarion — Matter in (felice tc new; matter im brackets [ ) te olé aw & 
be omitted. 
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Section 1. Upon the concurrence of the state of New Jersey as 
provided in section six hereof, the states of New York and New 
Jersey hereby agree that municipalities, as hereinafter defined, 
located [in the state of New Jersey and] within the Port of New 
York District shall be and they hereby are authorized to cooperate 
with the Port of New York Authority (hereinafter called the Port 
Authority) in the development of marine terminals, and the two 
said states further agree that the state of New Jersey may authorize 
the Port Authority to acquire by condemnation or the exercise of 
the right of eminent domain real property in the state of New Jersey 
necessary, convenient or desirable for marine terminal purposes, 
under and pursuant to the revised statutes of New Jersey, title 
20:1-1, et seq., or at the option of the Port Authority pursuant 
to such other or alternate procedure as may be provided by law 
by such state, and that the state of New York may authorize the 
Port Authority to acquire by condemnation or the exercise of the 
right of cminent domain real property in the state of New York 
necessary, convenient or desirable for marine terminal purposes, 
under and pursuant to the condemnation law of that state, or at 
the option of the Port Authority pursuant to such other or alternate 
procedure ax may be provided by law by such state. 

§ 2. Upon the concurrence of the state of New Jersey herein, in 
accordance with titi four of this act, the states of New York and 
New Jerse ayree that section one of chapter forty-four of the laws 
of New Jersey of nineteen hundred forty-seven, entitled ‘An act 
ty facilitate the development by the Port of New York Authority 
of marine terminals, and agreeing with the state of New York with 


respect thereto,’’ is hereby amended to read as follows: 


GOS011 O— 61 pt. 2 | 
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Section 1. Upon the concurrence of the state of New York y 
provided in section nine hereof, the states of New Jersey and Ney } 
York hereby agree that municipalities, as hereinafter defined, 


located [in the state of New Jersey and] within the Port of Ney 


_ York District Shall be and they hereby are authorized to cooperate 


with the Port of New York Authority (hereinafter called the Por 
Authority) in the development of marine terminals, and the two 
said states further agree that the state of New Jersey may authorize 
the Port Authority to acquire by condemnation or the exercise of 
the right of eminent domain real property in the state of New, | 
Jersey necessary, convenient or desirable for marine terminal pur. 
poses, under and pursuant to the revised statutes of New Jersey, } 
title 20 :1-1, et seq., or at the option of the Port Authority pursuant 
to such other or alternate procedure as may be provided by lav 
by such state, and that the state of New York may authorize th 
Port Authority to acquire by condemnation or the exercise of the | 
right of eminent domain real property in the state of New York 
necessary, convenient or desirable for marine terminal purposes, 
under and pursuant to the condemnation law of that state, ora | 
the option of the Port Authority pursuant to such other or alternate 
procedure as may be provided by law by such state. ; 

§ 3. Upon the concurrence of the state of New Jersey herein, in | 
accordance with section four of this act, the states of New York and | 
New Jersey agree that section four of chapter six hundred thirty: 
one of the laws of New York of nineteen hundred forty-seven, 


entitled ‘‘An act to facilitate the development by the Port of New 


York Authority of marine terminals, and agreeing with the stale 
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of New Jersey with respect thereto,’’ and section four of chapter 
forty-four of the laws of New Jersey of nineteen hundred forty- 
seven, entitled ‘‘An act to facilitate the development by the Port 
of New York Authority of marine terminals, and agreeing with the 


’ 


state of New York with respect thereto,’’ are hereby amended to 
read as follows: 

§$ 4. Notwithstanding any contrary provision of law, any municei- 
pality [of the state of New Jersey] located within the Port of New 
York District is authorized and empowered to consent to the use by 
the Port Authority of any marine terminal owned by such munici- 
pality or.of any rea! or personal property owned by such municipal- 
ity and necessary, convenient or desirable in the opinion of the Port 
Authority for marine terminal purposes, including such real prop- 
erty as has already been devoted to a public use and as an incident 
to such consent, to graut, convey, lease or otherwise transfer to the 
Port Authorit’ any such marine terminal or real or personal prop- 
erty], upon such terms as may be determined by the Port Author- 
ity and such municipality. Every such municipality is also author- 
ized and empowered to vest in the Port Authority the control, 
operation, maintenance, rents, tolls, charges and any and al] other 
revenues of any marine terminal now owned by such munieipality, 
the title to such marine terminal remaining in such municipality. 
Such consent shall be given, and the endian of any agreement, 
deed, lease conveyance or other instrument evidencing such consent 
or given as an incident thereto shall be authorized in the manner 
provided in article twenty-two of the compact of April thirtieth. 


nineteen hundred and twenty-one, between the two states creating 


* he Port Authortty. 
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The states of New York and New Jersey hereby consent to suits, 
actions or proceedings of any form or nature in law, equity or other. 
wise by any municipality pre the Port Authority upon, in con. 
nection with or arising out of any such agreement, agreements or 
any modification thereof or supplement thereto, for the following 
types of relief and for such purposes only: 

(1) For money damages for breach thereof, 

(2) For money damages for torts arising out of the operation of 
the mu nicipel marine terminal, 

(3) For rent, 

(1) Por specific performance, ‘ 

(5) For reformation thereof, 

(6) For an accounting, 

(7) For declaratory judgment, 

(3) For judgme nts, orders or decrees restraining or enjoining the 
Port Authority from transferring title to real property to third 
persons in cases where it has contracted with such municipality to 
transfer such title to such municipality, and 

(9) For judgments, orders or decrees restraining or enjoining 
the Port Authority from committing or continuing to commit other 
breaches of such agrecments with such municipality, provided that 

XN 

such judgment, order or decree shall not be cntered except upon 
two days’ prior written notice to the Port Authority of the pro 
posed entry thercof and provided further, that upon an appeal 
taken by the Port Authority from such judgment, order or decree 


the service of the notice of appeal shall perfect the appeal and 


shall stay the execution of such judgment, order or decree appealed 


from, without an undertaking or other security. 
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When rules of venue are applicable, the venue of any such suit, 
action or proceeding shall be laid in the county or judicial district 
in which the marine terminal, which is the subject matter of such 
agreement between the Port Authority and such municipality, or 
any part thercof, ts located. e 

If any clause, sentence, paragraph, or part of this eubiiitiins 
or the application thereof to any person or circumstances, shall, for 
any reason, be adjudged by a court of competent jurisdiction to be 
invalid, such judgment shall not ede, impair, or invalidate the 
remainder of this subdivision, and the application thereof to any 
other person or circumstances, but shall be confined in tts operation 
to the clause, sente nce, paragraph or part thereof directly involved 
in the controversy in which such judgment shall have been rendered 
and to the person or circumstances iavaiend. 

§ 4. This act shall take effect upon the enactment into law by the 
state of New Jersey of legislation having an identical effect with 


this act, but if the state of New Jersey shall already have enacted 


such legislation, then this act shall take effect immediately. 
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No. 2235 —. Int. 2109 


IN ASSEMBLY 


February 17, 1948 





Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


To amend chapter eight hundred two of the laws of nineteer 
hundred forty-seven, entitled “An act to facilitate the 
financing and effectuation of air terminals by the Port of 
New York Authority, and agreeing with the state of New 
Jersey with respect thereto,” generally 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


g Section 1. Upon the concurrence of the state of New Jersey 
g herein, in accordance with section three of this act, subdivisions (a) 
3 and (c) of section eight, and section ten, of chapter eight hundred 
4 two of the laws of New York of nineteen hundred forty-seven, 
§ entitled ‘‘An to facilitate the financing and effectuation of air 
6 terminals by the Port of New York Authority and agreeing with 
7 the state of New Jersey with respect thereto,’’ and of chapter 
8 forty-three of the laws of New Jersey of nineteen hundred forty- 


9 seven, entitled ‘‘An act to facilitate the financing and effectuation 


EXPLanaTion — Matter in ttalice ts new; matter in brackets [ J is old law te 
be omitted, ‘ 
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of air terminals by the Port of New York Authority and agreeing 
with the state of New York with respect thereto,’’ are hereby 
amended to read as follows: 

8 8 (a) Notwithstanding any contrary provision of law, every 
municipality in the Port of New York district is authorized and 
empowered to consent to the use by the Port Authority of any air 
terminal owned by such municipality or of any real or personal 
property owned by such municipality and necessary, convenient or 
desirable in the opinion of the Port Authority for air terminal pur- 
poses, including such real property us has already been devoted to 
a public use, and as an incident to such consent, ‘to grant, convey, 
lease, or otherwise transfer to the Port Authority any such air 
terminal or real or personal property[.], upon such terms as may 
be determined by the Port Authority and such municipality. Every 
such municipality is also authorized and empowered as an incident 
to such consent to vest in the Port Authority the control, operation, 
maintenance, rents, tolls, charges, and any and all other revenues of 
any air terminal now owned by aneh municipality, the title to such 
air terminal] remaining in such municipality. Such consent shall be 
given and the execution of any agreement, deed, lease, conveyance, 
or other instrument evidencing such consent or given as an incident 
thereto shall be authorized in the manner provided in article twenty- 
two of the compact of April thirtieth, nineteen hundred twenty-one, 
between the two states creating the Port Authority. 

(c) The states of New York and New Jersey hereby consent to 
suits, actions or proceedings of any form or nature in law, equity or 


otherwise by any city or other municipality against the Port Author- 
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ity upon, in connection with or arising out of any such agreement, 
agreements, or any modification thereof or supplement Reriiiay [by 
any county, city, borough, village, township, municipality, publie 
agency or authority for the reney of any moneys agreed to be 
paid by the Port Authority thereunder, and for such purpose 
only, and any judgment therein against the Port Authority shall be 
payable only from such funds as the Port Authority may have 
available for the payment of such judgment.] for the following 
types of relief and for such purposes only: 

(1) For money damages for breach thereof, 

(2) For money damages for torts arising out of the operation of 
the municipal air terminal, 

(3) For rent, 

(4) For specific performance, 

(5) For reformation thereof, 

(6) For accounting, 

(7) For declaratory judgment, 

(8) For judgments, orders or decrees restraining or enjoining 
the Port Authority from transferring title to real property to third 
persons in cases where it has contracted with such city or other 
municipality to transfer such title to such city or municipality, and 


(9) For judgments, orders or decrees restraining or enjoining 


the Port Authority from committing or continuing to commit other | 


breaches of such agreements with such municipality, provided that 
such judgment, order or decree shall not be entered except upon two 


days’ prior written notice to the Port Authority of the proposed 


entry thereof and previded further, that upon an appeal taken by 
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the Port Authority from such judgment, order or decree the service 
of the notice of appeal shall perfect the appeal and shall stay the 
execution of such judgment, order or decree appealed from, without 
an undertaking or other security. | 

When riles of venue are applicable, the venue of any such suit, 
action or proceeding shall be laid in the county or judicial district 
in which the air terminal, which is the subject matter of such agree- 
ment between the Port Authority and the city or other municipality, 
or any part thereof, is located. 

If any clause, sentence, paragraph, or part of this subdivision, 
or the application thereof to any person or circumstances, shall, for 
any reason, be adjudged by a court of competent jurisdiction to be 
invalid, such judgment shall not affect, impair, or invalidate the 
remainder of this subdivision, and the application thereof to any 
other person or circumstances, but shall be confined in its operation 
to the clause, sentence, paragraph, or part thereof directly involved 
in the controversy in which such judgment shall have been rendered 
and to the person or circumstances involved. 

§ 10. The Port Authority may make application directly to the 
proper federal officials or agencies for federal loans or grants in aid 
of air terminals owned or operated by it; provided, that if either 
state shall have or adopt general legislation governing applications 
for federal aid for air terminals by municipalities of such state, or 
the receipt or disbursement .of such federal aid by or on behalf of 


such municipalities, then such legislation shall at the option of such 


% state apply to applications by the Port Authority for federal aid 


for air terminals located in such state and to the receipt and dis- 
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bursement of such federal aid by or on behalf of the Port Authority, 
in the same manner and to the same extent as other municipalities 
of such state. Except as above provided, no agency or commission 
of either state shall have jurisdiction over any air terminals under 
the control of the Port Authority, and all details of financing, con. 
struction, leasing, charges, rates, tolls, contracts and the operation 
of air terminals owned or controlled by the Port Authority shal) 
be within its sole discretion and its decision in connection with any 
and all matters concerning such air terminals shall be controlling 
and conclusive. The local laws, resolutions, ordinances, rules and 
regulations of @ municipality within which an air terminal is sity 
ated shall apply to such air terminal, if so provided in any agree. 
ment between the Port Authority and such municipality, and to th 
eztent provided in such agreement. 

§ 2. The first sentence of section fifteen of chapter eight hundred 
two of the laws of New York, nineteen hundred forty-seven, is 
hereby amended to read as follows: 

§ 15. Subject to the foregoing limitations, [At its option,] the 
Port Authority may, at its option, exercise the right of eminent 
domain or condemnation to acquire real property for air terminal 
purposes as set forth in this section. 

§ 3. This act shall take effect upon the enactment into law by the 
state of New Jersey of legislation having an identical effect with 
section one of this act, but if the state of New Jersey shall have 


already enacted such legislation, then this act shall take effect 


immediately. 
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No. 2194 Int. 2074 


IN ASSEMBLY | 


February 17, 1948 





Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


To amend the state finance law, generally 


The People of the State of New York, represented in Senate and 
Assembly, do enact cs follows: 


1 Section 1. Section eleven of the state finance law, as Jast amended 


2 by chapter one hundred eighty-five of the laws of nineteen hun- 


‘ 


wo 


dred forty-one, is hereby amended to read as follows: 


§ 11. Gifts, devises and bequests. “Whenever any gift or be- 


ao 


quest of money is lawfully made to the state, or to any department, 
board, bureau or officer thereof, the amount of such gift or bequest 
shall be paid to the department of taxation and finance to be held 


by such department in trust for the uses and purposes specified 


oa FN QO 


by the donor. [Upon receipt of any such gift or bequest, the de- 
10 partment of taxation and finance shall deposit the same in a separate 
1) bank account as trustee in or with such bank, banker or trust com- 
12 pany as shall be designated by the state comptroller.] Any such 


ExpvianaTion — Matter in ifalice is new; matter in brackets [ ] is old law te 
be omitted, 
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1 grant, gift or bequest shall be deposited by the department of tazq. 
2 tion and finance in the treasury to the credit of a special fund 
8 


to be designated by the state comptroller. Such trust fund shall be 


be 


disbursed by the department of taxation and finance after audit 


oo 


by the state comptroller for the uses and purposes specified by the 


for whose benefit the trust was created. 


No gift, grant, devise or bequest, other than grants from the 


oo == Co 


United States, shall hereafter be received or accepted by the state 
10 or by any department, board, bureau or officer thereof without spe. 
11 cific statutory authority unless such gift, grant, devise or bequest 
12 is unconditional. The provisions of this section ‘shall be control- 
13 ling, any other ail special or local law inconsistent therewith 
14 notwithstanding, provided, however, that nothing herein contained 
15 shall prohibit the acceptance of conditional gifts or devises of real 
16 property or any interest therein for highway or parkway right of 
17 ways. 

18 § 2. Paragraph (b) of subdivision two of section forty of such 
19 law, as added by chapter one of the laws of nineteen hundred 
20 forty-three, is hereby amended to read as follows: 

21. (b) Every deficiency appropriation made at a regular session 


of the legislature which by the express terms of the act by which 


such appropriation is made shall be available prior to the com- 


such session shall cease to have force and effect, except as to liabili- 


22 

23 

24 mencement of the fiscal year for which the budget is adopted at 
i 

26 ties already incurred thereunder, at the close of the fiscal year ip 
27 


which such appropriation shall become available. 


— 


- 


donor upon certification of the department, board, bureau or officer | 
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§ 3. Section forty-three of such law is hereby amended to read 
as follows: 

§ 43. Specific appropriations limited as to use; certain appro- 
priations to be specific. Money appropriated for a specific purpose 
shall not be used for any other purpose, and the comptroller shall 
not draw a warrant for the payment of any sum appropriated, 
unless it clearly appears from the detailed statement presented to 
him by the person demanding the same as required by this chap- 
ter, that the purposes for which such money is demanded are those 
for which it was appropriated. The comptroller shall not audit any 
claim for salary, labor or wages, unless an appropriation applicable 
thereto has been already made specifying the amount thereof ap- 
propriated for such purpose. i 

The comptroller shall not audit any claim or account or draw 
a warrant for the payment of moneys for the purchase of an auto- 
mobile or aircraft adapted eid intended primarily for the carrying 
of passengers[,] or the rent thereof[,] for such [purpose] pur- 
poses, ee period longer than ten days, [or for the purchase or 
rent of aircraft,] unless moneys are specifically appropriated 
therefor; and an appropriation for expenses for any officer, board 
or commission or for any department under the state government, 
or in connection with the prosecution of any object or purpose, 
which does not in express terms include the purchase of such an 
automobile or automobiles or aircraft shall not be held to authorize 
the comptroller to audit any such claim or account or draw a war- 
rant for the payment thereof. The provision of this act shall not 


apply to the necessary rental of automobiles for construction and 
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1 


maintenance work on the highways of the state or for grade cross- 


2 ing elimination work. 
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§ 4. Subdivision one of section fifty-four of such law, as last 
amended by chapter eight hundred sixty-one of the laws of nine- 
teen hundred forty-seven, is hereby amended to read as follows; 

1. During each fiscal year of the state, commencing on or after 
April first, nineteen hundred forty-six, there shall be apportioned 
and paid, as hereinafter provided, to the several cities, towns and 
villages in this state, from moneys appropriated by the state, for 
the support of local government and the reduction of local real 
estate taxes, the amounts ptescribed by this section. The amounts 
so annually apportioned shall be paid in four installments. One- 
fourth of the amount shall be paid during each of the first three 
quarters of the fiscal year, on the fifteenth days of May, August 
and November; and the balance of the amount shall be paid during 
the last quarter of the fiscal year, on the fifteenth day of February, 
except as hereinafter provided in subdivisions six, seven and eight 
of this section. [The state comptroller shall make guch payment] 
Such payments shall be made to the chief fiscal officer of each city, 
town and village. The chief fiscal officer of the city of New York 
shall, from the amounts so received by him, pay to the board of 
trustees of the police pension fund of such city, the aggregate 
annual sum of five hundred thousand dollars for the purposes of 
such fund, and the balance into the general fund of such city, and 
the chief fiscal officer of every other city, town and village shall 
pay the amounts so received by him into the general fund of the 


respective’ city, town or village for general city, town and village 


> purposes, respectively. 
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§ 5. Subdivision five of section sixty of such law, as last 
amended by chapter five hundred twelve of the laws of nineteen 
hundred forty-three, is hereby amended to read as follows: 

5. The proceeds of bonds sold pursuant to this section or of notes 
issued in anticipation thereof shall be paid into the state treasury, 
and shall be a separate fund or funds available only to the extent 
of appropriations for loans pursuant to section three of article 
eighteen of the constitution. Such vroceeds of the bonds or notes 
as will not be immediately required for application to a loan to a 
housing authority may, upon request of the housing authority 
which is being charged with the interest costs of the bonds or notes 
from which such proceeds are derived, ar upon the request of the 
state commissioner of housing, be invested by the state comptroller 
in obligations of the categories specified in section ninety-eight of 
this chapter and of maturities approved by the state comptroller; 
and any returns earned upon such investment shall be credited by 
the state comptroller to the account of such housing authority and 
applied by the state comptroller to reduce to the extent of such 
returns the liability of such housing authority for interest under 
its loan contract with the state. 

§ 6. Subdivisions five, eight, nine and ten of section ninety-eight 
of such law are hereby amended to read as follows: 

5. Stocks [and], bonds, or notes of any county, town, city, vil- 
lage or school district of this state issued pursuant to law. 

8. Bonds or notes of any housing authority of this state duly 
issued pursuant to law. , 

9. Bonds or notes of any regulating district of this state duly 


issued pursuant to law. 
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10. Bonds or notes of any drainage improvement district of this 
state duly issued pursuant to law. 

§ 7. The opening clause of subdivision eleven of such section 
ninety-eight of such law is hereby amended to read as follows: 

11. Bonds or notes of the authorities, commissions or districts set 
forth bilow when issued pursuant to law: 

§ 8. Section one hundred twenty-six of such law, as last amended 
by_chapter three hundred fifty-seven of the laws of uhidited hun. 
dred forty-four, is hereby amended to read as follows: 

§ 126. Periodic estimate of expenses. The head of each of the 
institutions under the supervision of the department of social wel. 
fare, the department of health, the department of mental hygiene 
and the department of correction shall semi-annually, quarterly or 
monthly and upon such day as the head of each department shal! 
direct cause to be prepared in [quadruplicate] heolidite estimates, 
in such detail as may be required by the respective departments of 
the expense required for the institution for the ensuing half, quarter 
or month. The head of such institution shall countersign and submit 
[three copies] one copy to the respective departments and retain 
the other to be placed on file in the office of the institution. [Such 
department may reduce the number of employees when in its judg- 
ment a decrease in the population of the institution justifies such 
reduction.] Each of such departments sha]] examine and may —_ 
each estimate for supplies or other expenditures, either as to quan- 
tity, quality or the estimated cost thereof. [and shall certify that it 


has carefully examined the same and that the expenditures co 


tained in such estimate, as approved and revised by it, are actually 
' 
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required for the use of the institution and shall thereupon present 
three copies of such estimate and certificate to the commissioner of 
standards and purchase as a requisition by the department so far 
as it pertains to equipment, materials and supplies, and such com- 
missioner, subject to the provisions of article eleven of this chap- 
ter defining his powers and duties, shall transmit a copy to the 
comptroller and a copy to the department. No accounts of insti- 
tutions shall be paid unless the items are included in an estimate 
duly approved by the departments having control over the insti- 
tutions.] The head of each of such institutions shall personally 
inspect and pags upon all articles abandoned for use, and report 
to the department having jurisdiction thereof at such time and on 
such forms as may be directed by it. 

Such department may reduce the number of employees when 
in its judgment a decrease in the population of the institution jus- 
tifies such reduction. 


§ 9. This act shall take effect immediately. 
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No. 1582 Int. 1532 


IN ASSEMBLY 


February 8, 1949 


Introduced by Mr. D. M. STEPHENS—read once and referred 
to the Committee on Ways and Means 


AN ACT 


To amend chapter four hundred ten of the laws of nineteen hun- 
dred forty-four, entitled “An act providing for the abandon- 
ment of a barge canal terminal and barge canal terminal 
lands in the city of New York and for their transfer to the 
port of New York authority, and making an appropriation in 
connection therewith,” in relation to the conveyance of cer- 
tain lands to the city of New York 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


1 Section 1. Section six-a of chapter four hundred ten of the 
2 laws of nineteen hundred forty-four, entitled ‘‘An act providing 
3 for the abandonment of a barge canal terminal and barge canal 


4 terminal lands in the city of New York and for their transfer to 


or 


the port of New York authority, and making an appropriation in 


6 connection therewith,’’ as added by chapter eight hundred ninety- 


~] 


nine of the laws of nineteen hundred forty-five, is hereby amended 
8 to read as follows: 


ExpianaTion — Matter in ifalice fe new; matter in brackets [ ] is old law te 
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1 § 6-a. Notwithstanding any other provision of this chapter the 
2 port authority may at any time convey to the city of New York, 
8 in trust for park, playground, street or other similar or connected 
4 purposes, the portion of said pier properties bounded and described 
5 as follows: 

6 All that parcel of land in the twelfth ward of the borough of 
1 Brooklyn, county of Kings, city and stsite of New York, bounded’ 
8 and described as follows: 

9 Beginning at the point of intersection of the southerly side 
10 of Bay street as widened to eighty feet on its southerly side by 
ll an ordinance of the common council of the city of Brooklyn, 
12 passed December fourth, eighteen hundred seventy-six, with the 


13 easterly side of Henry street as relocated and established south 


Mt of Bay street by said ordinance of said council; thence from said 


15 


point of beginning easterly along the southerly side of said Bay 


16 


street one hundred ninety-five feet to a point in the westerly side 
i of the Henry street basin, as established by an act of the legislature 
in chapter three hundred ninety-eight of the laws of eighteen hun- 
dred seventy-five and approved by the secretary of war March 
fourth, eighteen hundred ninety; thence southerly along the west- 
erly side of said Henry street basin as laid out aforesaid, four 
hundred seventy feet to a point in the southerly line of Halleck 
street, as prolonged northwesterly, as aie laid out upon the map 
of the city of New York; thence westerly along said southerly line 


of Halleck street, as prolonged, one hundred ninety-five feet to a 


point in the easterly side of Henry street as established by ordinance 
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of the common council of the city of Brooklyn passed December 
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16 
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19 


fourth, eighteen hundred seventy-six; thence northerly along said 
easterly line of Henry street four hundred seventy feet to the point 
or place of beginning. 

In the event of the conveyance of said portion of said pier prop. 
erties to said city as aforesaid, all right, title and interest of the 
state of New York in and to said portion of said pier properties 
shall vest in the city of New York and none of the conditions get 
forth in section three hereof shall apply to the property conveyed 
10 the city. The port authority shall not be or be deemed to be in 
default as to any of said conditions because of the conveyanee of 
such property to the city or because of any use made thereof by 
the city, and neither the property so conveyed to the city nor any 
other portion of said pier properties ghall revert to the state because 
of such conveyance to the city or because of any use made thereof 
by the city, and the property so conveyed to the city shall not revert 
to the state because of any violation or alleged violation of the con- 
ditions set forth in section three hereof, even though such violation 
occurred site to the date of such conveyance to the city and even 
though the state had already given notice to the port authority to 
remedy such violation. 

Where a conveyance has bcen made by the port authority to the 
city of New York for any of the purposes set forth in the first para- 

’ 
graph of this section such conveyance may thereafter be amended 
at any time by the port authority with the consent of the grantee 


to include any or all of the other purposes mentioned therein. 


§ 2. This act shall take effect immediately. 
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¥* No. 2867 Int. 2715 


IN ASSEMBLY 


February 21, 1950 


Introduced Mr. D. M. STEPHENS—read once and referred to the 
Committee on Ways and Means 


AN ACT 

Agreeing with the state of New Jersey with respect to rules and 
regulations governing traffic on vehicular crossings operated 
by the Port of New York Authority, prescribing proceedings 
and penalties for violations thereof and repealing chapter 
two hundred fifty-one of the laws of nineteen hundred thirty- 
four, entitled “An act establishing rules and regulations for 
the control of traffic on the interstate bridges and tunnels 
operated by the Port of New York Authority and rer 
proceedings and penalties for their violations” 


The People of the State of nad York, represented tn Senate ond 
Assembly, do enact as f 


I Section 1. To the end that the interstate vehicular crossings 
5 operated by the Port of New York Authority (hereinafter called 
§ the ‘‘port authority’’), pursuant to the compact of April thir- 
4 tieth, nineteen hundred twenty-one between the states of New 


§ York and New Jersey creating the port authority, may be efficiently 


BEPianaTion — Matter in itedce is new; matter in brackets [ } ts old law te 
omitted. 
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‘and safely operated in the interest of the pedple of the state y| 


New York and New Jersey and of the nation, the following ite 
and regulations governing traffic on vehicular crossings operated by’ 
the port authority, set forth in sections two through eight, inen | 
sive, hereof, are hereby adopted by the legislatures of the ty 
states, and are declared to be binding upon all persons and oq. 
porations affected thereby. 

§ 2. No traffic shall be permitted in or upon vehicular crossing 
except upon the payment of such tolls and other charges as may 
from time to time be prescribed by the port authority. It is hereby | 
declared to be unlawful for any person to refuse to pay, or to 
evade or to attempt to evade the payment of such tolls or other | 
charges. | 

§ 3. No vehicle shall be operated carelessly or negligently, o 
in disregard of the rights or safety of others, or without due cav- 
tion and circumspection, or at a speed or in & manner eo as to 
endanger unreasonably or to be likely to endanger unreasonably 
persons or property, or while the operator thereof is under the 
influence of intoxicating liquors or any narcotic or habit-forming 
drug, nor shall any vehicle be so constructed, equipped or loaded 
as to endanger unreasonably or to be likely to endanger unreaso 
ably persons or property. 

§ 4. All persons in or upon vehicular crossings must at al 
times comply with any lawful order, signal or direction by voice | 


or hand of any member of the port authority police force. Whea 


: 
traffic is controlled by traffic lights, signs or by mechanical or ele 
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trical signals, such lights, signs and signals shall be obeyed unless 
a port authority police officer directs otherwise. 

§ 5. Unless otherwise directed, vehicles shall at all times stay 
to the right of the center of all roadways except in the case of 
one-way roadways; slow-moving vehicles shall remain as close as 
possible to the right-hand edge or curb of the roadway; and where 
a roadway is marked with traffic lanes vehicles shall not cross 
markings. 

§ 6. No person shall operate a motor vehicle in or upon any 
part of a vehicular crossing unless he is duly authorized to operate 
motor vehicles in the state in which such part of the vehicular cross- 
ing is located. No motor vehicle shall be permitted in or upon 
any part of a vehicular crossing which is not registered in accord- 
ance with the provisions of the law of the state in which such part 
of the vehicular crossing is located. 

§ 7. The operator of any vehicle involved in an accident resulting 
in injury or death to any person or damage to any property shall 
immediately stop such vehicle at the scene of the accident, render 
such assistance as may be needed, and give his name, address, and 
operator's license and registration number to the person injured 


or to any officer or witness of the injury. The operator of such 


22 vehicle shall make a report of such accident in accordance with the 


2 law of the state in which such accident occurred 


§ 8. No person shall transport in or upon a vehicular crossing, 
any dynamite, nitroglycerin, black powder, fireworks, blasting caps 
or other explosives, gasoline, alcohol, ether, liquid shellac, kerosene, 


turpentine, formaldehyde or other inflammable or combustible 
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liquids, ammonium nitrate, sodium chlorate, wet hemp, powders 
metallic magnesium, cellulose acetate film, peroxides or other readily. 
inflammable solids or oxidizing materials, hydrochloric acid, alk 
furic acid or other corrosive liquids, prussic acid, phosgene, arseni¢ | 
carbolic acid, potassium cyanide, tear gas, lewisite or any othe | 
poisonous substances, liquids or gases, or any compressed gag 
or any radio-active article, substance or material, at such time or 


place or in such manner or condition as to endanger unreagop. 


ably or as to be likely to endanger unreasonably persons op 


property. 


§ 9. Violations of the rules and regulations set forth in sections 


two through eight, inclusive, hereof, committed within the ter | 
i 


i 


ritorial limits of either state shall be punishable as may be pro 


vided by the laws of such state but the penalties prescribed by | 


either state shall not preclude the port authority from excluding 
from vehicular crossings permanently or for a specified time, all 
vehicles violating any of the said rules and regulations, as well as 
other vehicles owned or operated by the owner or operator of 


such vehicle. 


§ 10. The following terms as used herein shall have the indicated 


meanings : 


‘«Traffic’’ shall include pedestrians, ridden animals, herded ani- 


mals and vehicles whether moved by human power or otherwise. 


‘‘Vehicular crossings’’ shall include not only bridges and tunnels | 
operated by the port authority, but also their plazas and approaches, | 


but shall not include any lands granted by the port authority 


the states of New York or New Jersey or to a municipality for street 





PORT OF NEW YORK AUTHORITY 1397 


mH 1 or highway purposes even though such street or highway constitutes 
diy: 9 a means of access to or egress from such vehicular crossing. 

wl: $8 § 11. If any term or provision of this act shall be declared 
mig; | 4 unconstitutional or ineffective in whole or in part by a court of 
hey 
ee 


§ competent jurisdiction, then to the extent that it is not unconstitu- 


| 6 tional or ineffective, such term or provision shall be enforced and 
> | 7 effectuated, nor shall such determination be deemed to invalidate 
on «8 the remaining terms or provisions thereof. 

or } 9 § 12. The two said states agree that chapter two hundred fifty- 


10 one of the laws of New York of nineteen hundred thirty-four, 


om | 1 


ne 


entitled ‘‘An act establishing rules and regulations for the control 
ter | 12 of traffic on the interstate bridges and tunnels operated by the 
r> | 13 Port of New York Authority and prescribing proceedings and 
by penalties for their violations,’’ and chapter one hundred forty-six 
ing | 15 of the pamphlet laws of New Jersey, nineteen hundred thirty-two, 
al | 16 entitled ‘‘ An act establishing rules and regulations for the control 


at | 17 of traffic on the inter-state bridges and tunnels operated by the 


a 
oe 


Port of New York Authority and prescribing proceedings and penal- 


— 
oe 


ties for their violations,’’ shall be and are repealed as of the date 
ted | % this act takes effect. 

21 =§ 13. This section and the preceding sections hereof, together 
ne | 2 with the corresponding sections of the act of the state of New Jersey 
% concurring herein in accordance with section seventeen hereof, 
els MH shall constitute an agreement between the states of New York and 
he, | 5 New Jersey supplementary to the compact between the two states 
| %6 dated April thirtieth, nineteen hundred twenty-one, and amendatory 


pest | 27 thereof, and shall be liberally construed to effectuate the purposes 
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of said compact and of the agreements of the two states amendatory 
thereof or supplemental thereto; and shall be construed to be jp 
aid of and supplemental to and not in limitation of or in derogation 
of the powers heretofore conferred upon or delegated to the port 
authority. 

§ 14. If the violation within the state of any of the rules and 
regulations set forth in sections two through eight, inclusive hereof, 
including but not limited to those regarding the payment of tolls 
would have been a felony, misdemeanor or other punishable offeng 
if committed on any public road, street, highway or turnpike ip 
the municipality in which such violation ovcurred, it shall be tried 
and punished in the same manner as if it had been committed on 
such public road, street, highway or turnpike 

§ 15. Notwithstanding the provisions of section fourteen hereof, 
if the violation within the state of the rule and regulation st 
forth in section eight hereof shall result in injurv or death t 
“& person or persons or damage to property in excess of the value 
of five thousand dollars, such violation shall constitute a felony. 

§ 16. Except as provided in sections fourteen and fifteen hereof, 
any violation within the state of any of the rules and regulation 
set forth in sections two through eight, inclusive, hereof, including 
but not limited to those regarding the payment of tolls, shall con 
stitute a misdemeanor and shall be punishable as an offense triable 
in & Magistrate's court by a fine not exceeding five hundred dollan 


or by imprisonment not exceeding sixty days or by both such fine 


and imprisonment. 
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yi l § 17. This act shall take effect upon the enactment into we 
in | 3 by the state of New Jersey of legislation having an identical effect 
on | § with sections one through thirteen, inclusive, of this act, but if 
rt | 4 the state of New Jersey shall have already enacted such Seshilintiom, 


§ this act shall take effect immediately. 
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STATE OF NEW YORK 


No. 2866 Int. 2714 


IN ASSEMBLY 


February 21, 1950 


Introduced by Mr. D. M. STEPHENS—read once and referred to 
the Committee on Ways and Means 


AN ACT 


Agreeing with the state of New Jersey with respect to suits 
against the Port of New York Authority 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey in 
accordance with section twelve hereof, the states of New York and 
New Jersey consent to suits, actions or proceedings of any form 
or nature at law, in equity or otherwise (including proceedings to 
enforce arbitration agreements) against the Port of New York 
Authority (hereinafter referred to as the ‘‘port authority”’), 
and to appeals therefrom and reviews thereof, except as herein- 
after provided in sections two through five, inclusive, hereof. 

§ 2. The foregoing consent does not extend to suits, actions or 
proceedings upon any causes of action whatsoever accruing before 


the effective date of this act, other than causes of actions upon, im 


connection with, or arising out of notes, bonds or other obligations 


DxPLamaTION — Matter in itakoe is new; matter in brackets [ ] is olf law & 
be omitted. 
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or securities secured by a pledge of the general reserve fund of 
the port authority. 

§ 3. The foregoing consent does not extend to suits, actions or 
proceedings upon any causes of action whatsoever, upon, in con- 
nection with, or arising out of any contract, express or implied, 
entered into or assumed by or assigned to the port authority before 
the effective date of this act (including any supplement to, or 
amendment, extension or renewal of any such contract, even if such 
supplement, amendment, extension or renewal is made on or after 
the effective date of this act), regardless of whether such cause of 
action accrued before or after that date, other than causes of 
action upon, in connection with or arising out of notes, bonds or 
other obligations or securities secured by a pledge of the general 
reserve fund of the port authority. 

§ 4. The foregoing consent does not extend to civil suits, actions 
or proceedings for the recovery of statutory penalties. 

§ 5. The foregoing consent does not extend to suits, actions or 
proceedings for judgments, orders or decrees restraining, enjoin- 
ing or preventing the port authority from committing or con- 
tinuing to commit any act or acts, other than suits, actions or 
proceedings by the attorney general of New York or by the 
attorney general of New Jersey—each of whom is hereby authorized 
to bring such suits, actions or proceedings in his discretion on 
behalf of any person or persons whatsoever who requests him so 
to do except in the cases excluded by sections two, three and four 
of this act; provided, that in any such suit, action or proceeding, 


no judgment, order or decree shall be entered except upon at least 
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two days’ prior written notice to the port authority of the pro. 
posed entry thereof. 

§ 6. The foregoing consent is granted upon the condition that 
venue in any suit, action or proceeding against the port authority 
shall be laid within a county or a judicial district, established by 
one of said states or by the United States, and situated wholly or 
partially within the port of New York district. The port authority 
shall be deemed to be a resident of each such county or judicial 


district for the purpose of such suits, actions or proceedings. 


Although the port authority is engaged in the performance of ) 


governmental functions, the said two states consent to liability on 


the part of the port authority in such suits, actions or proceedings | 


for tortious acts committed by it and its agents to the same extent 
as though it were a private corporation. 

§ 7. The foregoing consent is granted upon the condition that 
any suit, action or proceeding prosecuted or maintained under this 
act shall be commenced within one year after the cause of action 
therefor shall have accrued, and upon the further condition that 
in the case of any suit, action or proceeding for the recovery or 
payment of money, prosecuted or maintained under this act, 4 
notice of claim shall have been served upon the port authority by 
or on behalf of the plaintiff or plaintiffs at least sixty days before 
such suit, action or proceeding is commenced. The provisions of 
this section shall not apply to claims arising out of provisions of 
any workmen’s compensation law of either state. 


§ 8. The notice of claim required by section seven hereof shall 


be in writing, sworn to by or on behalf of the claimant or claim 
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ants, and shall set forth (1) the name and post office address of 
each claimant and of his attorney, if any, (2) the nature of the 
claim, (3) the time when, the place where and the manner in which 
the claim arose, and (4) the items of damage or injuries claimed 
to have been sustained so far as then practicable. Such notice may 
be served in the manner in which process may be served, or in lieu 
thereof, may be sent by registered mail to the port authority at 
its principal office. Where the claimant is an infant or is mentally 
or physically incapacitated and by reason of such disability no 
notice of claim is filed or suit, action or proceeding commenced 
within the time specified in section seven hereof, or where a person 


entitled to make a claim dies and by reason of his death no notice 


of claim is filed or suit, action or proceeding commenced within 
the time specified in section seven hereof then any court in which 
such suit, action or proceeding may be brought may in its discre- 
tion grant leave to serve the notice of claim and to commence the 
suit, action or proceeding within a reasonable time but in any 
event within three years after the cause of action accrued. Appli- 
cation for such leave must be made upon an affidavit showing the 
particular facts which caused the delay and shall be accompanied 
by a copy of the proposed notice of claim if such notice has not 
been served, and such application shall be made only upon notice 
to the port authority. 

§ 9. The commissioners, officers or employees of the port authority 
shall not be subject to suits, actions or proceedings for judgments, 
orders or decrees restraining, preventing or enjoining them in 


their official or personal capacities from committing or continuing 
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to commit any act or acts on behalf of the port authority other 
than suits, actions and proceedings brought by the attorney gen. 
eral of New York or by the attorney general of New Jersey or by 
the port authority itself—each of said attorneys general being 
hereby authorized to bring such suits, actions or proceedings in 
his diseretion on behalf of any person or persons whatsoever who 
requests him so to do except in the cases excluded by sections two, 
three and four of this act; provided, that in any such suit, action 
or proceeding brought by either attorney general, no judgment, 
order or decree shall be entered except upon at least two days’ 
notice to the defendant of the proposed entry thereof. 

§ 10. Nothing herein contained shall be deemed to revoke, rescind 
or affect any consents to suits, actions or proceedings against the 
port authority heretofore given by the two said states in chapter 
eight hundred two of the laws of New York of nineteen hundred 
forty-seven, as amended, and chapter forty-three of the laws of 
New Jersey of nineteen hundred forty-seven, as amended; chapter 
six hundred thirty-one of the laws of New York of nineteen hun- 
dred forty-seven, as amended; chapter forty-four of the laws of 
New Jersey of nineteen hundred forty-seven, as amended, and 
chapter five hundred thirty-four of the laws of New York of nine 
teen hundred forty-eight and chapter ninety-seven of the laws of 
New Jersey of nineteen hundred forty-eight. 

§ 11. This act together with the act of the state of New Jersey 
coneurring herein in accordance with section twelve hereof, shall 


constitute an agreement between the states of New York and New 


Jersey supplementary to and amendatory of the compact between 
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1 the two said states dated April thirtieth, nineteen hundred 
2 twenty-one. 

3 § 12. This act shall take effect upon the enactment into law by 
4 the state of New Jersey of legislation having an identical effect 
5 with the provisions of this act; but if the state of New Jersey shall 
6 have already enacted such legislation, then this act shall take 


1 effect immediately. 
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STATE OF NEW YORK 





No. 2652 Int. 2517 


IN ASSEMBLY 


February 20, 1951 


Introduced by Mr. STEPHENS—read once and referred to the 
Committee on Codes 


AN ACT 


To amend the New York city criminal courts act, in relation to 


the power of city magistrates 


ae 
Z The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Subdivision n of section one hundred thirty of the 
New York city criminal courts act, as renumbered by chapter seven 
hundred forty-six of the laws of nineteen hundred thirty-three, 
is hereby amended to read as follows: 

n. Any violation, within [the jurisdiction of] the city of New 


York, of an order, rule or regulation of the Port of New York 


2 a a ew © © 


Authority [for the regulation and control of highway traffic on 


any bridge or in any tunnel owned or operated by it or under its 


co 


jurisdiction or control, or on any of the entrance or exit plazas 


j0 or approaches adjacent or appurtenant thereto, including, but not 


EXPLANATION — Matter im itelice ie new; matter in brackets wv 
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1 limited to, rules and regulations regarding the payment of tolls,J 
; ‘| 9 which is punishable as an offense triable in a magistrate’s court. 


SL | g § 2. This act shall take effect July first, nineteen hundred fifty- 


4 one. 
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No. 2653 Int. 2518 


IN ASSEMBLY {| 


February 20, 1951 


Introduced by Mr. STEPHENS—read once and referred to the 
Committee on Ways and Means 


AN ACT 


Prescribing proceedings and penalties for violation of certain 
rules and regulations of the port of New York authority within 
the state of New York 


I Section 1. The port of New York authority (hereinafter called 
the ‘‘port authority’’) having duly adopted the following rules and 
regulations governing traffic on air terminal highways and marine 
terminal highways in the air terminals and marine terminals 
operated by it within the territorial limits of the state of New York, 


hereinafter set forth in this section, the penalties and procedures 


a a a ww & ww 


for their enforcement prescribed in sections two, three and four 


shall apply to violations thereof. 


RULES AND REGULATIONS 

10 . GOVERNING TRAFFIC ON HIGHWAYS IN PorRT AUTHORITY 

11 AIR AND MARINE TERMINALS 

12. = 1. The following terms as used herein shall have the indicated 


18 meanings: 


ExrcanatTion — Matter in italics io new; matter in brackets [ ] is old law te 
be omitted. 
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‘Air terminals’’ shall mean developments operated by the port 


9 authority consisting of runways, hangars, control towers, ramps, 


10 
il 
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13 


lf 


16 
17 
18 
19 
20 


wharves, bulkheads, buildings, structures, parking areas, improve- 
ments, facilities or other real property necessary, convenient or 
desirable for the landing, taking off, accommodation and servicing 
of aircraft of all types, including but not limited to airplanes, 
airships, dirigibles, helicopters, gliders, amphibians, seaplanes, or 
any other contrivance now or hereafter used for the navigation of 
or flight in air or space, operated by carriers engaged in the trans- 
portation of passengers or cargo, or for the loading, unloading, 
interchange or transfer of such passengers or their baggage, or 
such cargo, or otherwise for the accommodation, use or convenience 
of such passengers, or such carriers or their employees, or for the 
landing, taking off, accommodation and servicing of aircraft owned 
or operated by persons other than carriers. 


’ 


‘Air terminal highway’’ shall mean and inelude those portions 
of an air terminal designated and made available temporarily or 
permanently by the port authority to the public for general or 
limited highway use. 


? 


‘*Marine terminals’’ shall mean developments operated by the 
port authority consisting of one or more piers, wharves, docks, 
bulkheads, slips, basins, vehicular roadways, railroad connections, 
side tracks, sidings or other buildings, structures, facilities or 
improvements, necessary or convenient to the accommodation of 
steamships or other vessels and their cargoes or passengers. 


‘‘Marine terminal highway’’ shall mean and include those por- 


tions of a marine terminal designated and made available tem- 
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porarily or permanently by the port authority to the public for 
general or limited highway use. 

‘*Traffic’’ shall mean and include pedestrians, animals and 
vehicles. 

2. No vehicle shall be operated on any air terminal highway or 
marine terminal highway carelessly or negligently, or in disregard 
of the rights or safety of others, or without due caution and cir. 
cumspection, or at a speed or in a manner so as to endanger 
unreasonably or to be likely to endanger unreasonably persons or 
property, or while the operator thereof is under the influence of 
intoxicating liquors or any narcotic or habit-forming drug, nor 
shall any vehicle be operated thereon if it is so constructed, 
equipped or loaded as to endanger unreasonably or to be likely to 
endanger unreasonably persons or property. 

3. All persons on any air terminal highway or marine terminal 
highway must at all times comply with any lawful order, signal 
or direction by voice or hand of any member of the port authority 
police force. When traffic is controlled by traffic lights, signs or by 
mechanical or electrical signals, such lights, signs and signals shall 
be obeyed unless a port authority police officer directs otherwise. 

4. Unless otherwise directed, all vehicles on any air terminal 
highway or marine terminal highway shall at all times stay to 
the right of the center of the roadway, except in the case of one 
way roadways; slow-moving vehicles shall remain as close as po 
sible to the right-hand edge or curb of the roadway; and where & 


roadway is marked with traffic lanes vehicles shall not cross 
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5. No person shall operate a motor vehicle on an air terminal 
highway or marine terminal highway unless he is duly authorized 
to operate such vehicle on state and municipal highways in the 
state in which such air terminal highway or marine rermieiel high- 
way is located, or unless he is especially authorized by the port 
authority to operate motor vehicles on such air terminal highway 
or marine terminal highway. No motor vehicle shall be permitted 
on any air terminal highway or marine terminal highway unless 
it is registered in accordance with the provisions of the law of the 
state in which such air terminal highway or marine terminal high- 
way is located, or unless it is especially authorized by the port 
authority to be operated on such air terminal highway or marine 
terminal highway. 

6. The operator of any vehicle involved in an accident on an air 
terminal highway or marine terminal highway which results in 
injury or death to any person or damage to any property shall 
immediately stop such vehicle at the scene of the accident, render 
such assistance as may be needed, and give his name, address, and 
operator’s license and registration number to the person injured 
or to any officer or witness of the injury. The operator of such 
vehicle shall make a report of such accident in accordance with 
the law of the state in which such accident occurred. 

7. No person shall transport on any air terminal highway or 
marine terminal highway any dynamite, nitroglycerin, black 
powder, fireworks, blasting caps or other explosives, gasoline, 
aleohol, ether, liquid shellac, kerosene, turpentine, formaldehyde 


or other inflammable or combustible liquids, ammonium nitrate, 
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1 sodium eblorate, wet hemp, pewdered metallic magnesium, nitro. 
2 cellulose film, peroxides or other readily inflammable solids or 
8 oxidizing materials, hydrochloric acid, sulfuric acid or other corpo. 
4 sive liquids, prussic acid, phosgene, arsenic, carbolic acid, potas. 
5 sium cyanide, tear gas, lewisite, or any other poisonous substances, 
6 liquids or gases, or any compressed gas, or any radioactive article, 
7 substance or material, at such time or place or in such manner or 
8 condition as to endanger unreasonably or as to be likely to endanger 
9 unreasonably persons or property; nor shall any person park any — 
10 vehicle, or permit the same to remain halted on any air terminal 
11 highway or marine terminal highway containing any of the fore. 
12 going, at such time or place or in such manner or condition as to 
" 18 endanger unreasonably or as to be likely to endanger unreason- 
14 ably persons or property. 
15 8. No person shall park a vehicle or permit the same to remain 
16 halted on any air terminal highway or marine terminal highway 
17 except at such places and for such periods of time as may be pre- 
18 scribed or permitted by the port authority. 
19 § 2. If the violation within the state of any of the rules and 
920 regulations set forth in section one hereof, would have been a felony, 
21 misdemeanor or other punishable offense if committed on any publie 
road, street, highway or turnpike in the municipality in whieh 
such violation occured, it shall be tried and punished in the same 
manner as if it had been committed on such public road, street, 


22 
23 
24 
95 highway or turnpike. 
26 § 3. Notwithstanding the provisions of section two hereof, if the 
27 


violation within the state of the rule and regulation numbered 
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seven and set forth in section one hereof shall result in injury 
or death to a person or persons or damage to property in excess of 
the value of five thousand dollars, such violation shall constitute 
a felony. 

§ 4. Except as provided in sections two and three hereof, any 
violation within the state of any of the rules and regulations set 
forth in section one hereof, shall constitute a misdemeanor and 
shall be punishable as an offense triable in a magistrate’s court by 
a fine not exceeding five hundred dollars or by imprisonment not 
exceeding sixty days or by both such fine and imprisonment. 

§ 5. The penalties above prescribed shall not preclude the port 
authority from excluding from any air terminal highway or marine 
terminal highway, permanently or for a specified time, all vehicles 
violating any of the rules and regulations set forth in section one 
hereof, as well as other vehicles owned or operated by the owner 


*. 


or operator of such vehicle. 


§ 6. Nothing herein contained shall be construed to affect, 
diminish or impair the power of this state to enact any law, or to 
impair or diminish, or as recognition of the impairment or dimuni- 
tion of any power of this state, legislative or otherwise, with respect 
to the port authority, its properties, or persons or property thereon. 

§ 7. This act shall take effect upon the adoption by the states 
of New York and New Jersey of concurrent legislation providing 
that either state, without the consent or concurrence of the other 
state, may from time to time prescribe, amend, modify or rescind 
penalties for violations within its territorial limits of any rule or 


regulation, otherwise authorized, of the port of New York authority, 
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and procedures for the enforcement of such penalties, but in no 
event prior to July first, nineteen hundred fifty-one; provided, 
however, that if, prior to July first, nineteen hundred fifty-one, the 


states of New York and New Jersey have enacted such legislation, 


this act shall take effect July first, nineteen hundred fifty-one, 
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No. 2748 Int. 2609 


IN ASSEMBLY 


February 20, 1951 


Introduced by Mr. STEPHENS—read once and referred to the 
Committee on Ways and Means 


AN ACT 


Agreeing with the state of New Jersey with respect to rules 
and regulations of the port of New York authority 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Upon the concurrence of the state of New Jersey as 
provided in section three hereof, the states of New York and New 
Jersey agree that each state, in the discretion of its legislature, 
and without further consent or concurrence by the other state, 
may from time to time prescribe, amend, modify or rescind 
penalties for violations within its territorial limits of any rule or 
regulation, otherwise authorized, of the port of New York authority 
(hereinafter called the ‘‘port authority’’), and procedures for 
the enforcement of such penalties. 

_§ 2. This section and the preceding section hereof, together 


with corresponding sections of the act of the state of New Jersey 


BErLawaTion — Matter in italics is new; matter in brackets ) 
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concurring herein in accordance with section three hereof shal | 
constitute an agreement between the states of New York and | 
New Jersey supplemental to the compact between the two state | 
dated April thirtieth, nineteen hundred twenty-one, and shall } | 
liberally construed to effectuate the purposes of said compact anj 
of the agreements of the two states amendatory thereof and sup 
plemental thereto, and not in limitation of or in derogation of any | 
powers heretofore or hereafter conferred upon or delegated to th 
port authority, and not as granting any power to the port | 
authority to make rules and regulations except as elsewhere pro 
vided in said compact and agreements, and shall not be construed 
to affect, diminish or impair the power of either state to prescribe, | 
amend, modify or rescind such penalties, or to enact any othe | 
law, or to imply that the concurrence of the other state therein | 
is necessary, OF was necessary prior to the enactment of this act, 
or to impair or diminish, or as recognition of the impairment or 
diminution of any power of either state, legislative or otherwise, | 
with respect to the port authority, its properties, or persons ot 
property thereon, or to affect the interpretation of the aforesaid 
compact and agreements between the two states. 

§ 3. This act shall take effect upon the enactment into law by | 
the state of New Jersey of legislation having an identical effect with 


this act, but if the state of New Jersey shall have already enacted | 


such legislation, this act shall take effect immediately. 


by | 
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No. 1418 Int. 1399 


IN ASSEMBLY 


January 30, 1951 


Introduced by Mr. STEPITENS—read once and referred to the 
Committee on Ways and Means 


AN ACT 


To amend chapter seven hundred seventy-four of the laws of 
nineteen hundred fifty, entitled “An act agreeing with the 
state of New Jersey with respect to rules and regulations 
governing traffic on vehicular crossings operated by the port 
of New York authority, prescribing proceedings and penalties 
for violations thereof and repealing chapter two hundred 
fifty-one of the laws of nineteen hundred thirty-four, entitled 
‘An act establishing rules and regulations for the control of 
traffic on the interstate bridges and tunnels operated by the 
port cf New York authority and prescribing proceedings and 
penalties for their violations,’ ” in relation to the transporta- 
tion of readily inflammable solids or oxidizing materials in or 
upon a vehicular crossing 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


I Section 1. Section eight of chapter seven hundred seventy-four 
2 of the laws of nineteen hundred fifty, entitled ‘‘An act agreeing 
3 with the state of New Jersey with respect to rules and regulations 
4 governing traffic on vehicular crossings operated by the port of 
‘ 

5 New York authority, prescribing proceedings and penalties for 


EXPLANATION — Matter in italice is new; matter im brackets [] is old law te 
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violations thereof and repealing chapter two hundred fifty-ong | 


of the laws of nineteen hundred thirty-four, entitled ‘An agt 
establishing rules and regulations for the control of traffic on the 
interstate bridges and tunnels operated by the port of New York 
authority and prescribing proceedings and penalties for their 
violations,’’’ is hereby amended to read as follows: 

§ 8. No person shall transport in or upon a vehicular crossing, 
any dynamite, nitroglycerin, black powder, fireworks, blasting caps 
or other explosives, gasoline, alcohol, ether, liquid shellac, kerosene, 
turpentine, [formaldahyde] formaldehyde or other inflammable 
or combustible liquids, ammonium nitrate, sodium chlorate, wet 
hemp, powdered metallic magnesium, [cellulose acetate] nitro. 
cellulose film, peroxides or other readily inflammable solids or 
oxidizing materials, hydrochloric acid, sulfuric acid or other cor- 
rosive liquids, prussic acid, phosgene, arsenic, carbolic acid, potas 
sium cyanide, tear gas, lewisite or any other phate substances, 
liquids or gases, or any compressed gas, or any radioactive article, 
substance or material, at such time or place or in such manner 
or condition as to endanger unreasonably or as to be likely to 
endanger unreasonably persons or property. 

§ 2. The state of New Jersey, having in section eight of chapter 
one hundred ninety-two of the laws of New Jersey, nineteen hun- 
dred fifty, enacted legislation identical in effect with this act, 


this act shall take effect immediately. 
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No. 1417 Int. 1398 


IN ASSEMBLY 


January 30, 1951 


; 


Introduced by Mr. STEPHENS—read once and referred to the 
Committee on Ways and Means 


! 


AN ACT 


To amend chapter forty-six of the laws of nineteen hundred 
thirty-one, entitled “An act making certain obligations of the 
Port of New York Authority securities in which public officers, 
banks and others may legally invest funds and which may be 
deposited as security with public officers or agencies,” in 
relation to the deposit of certain obligations of the Port of 
New York Authority as security with state officers or agencies 


The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 


Section 1. Section one of chapter forty-six of the laws of nine- 
j teen hundred thirty-one, entitled ‘‘An act making certain obliga- 
tions of the Port of New York Authority securities in which public 
1; Officers, banks and others may legally invest funds and which may 
ji be deposited as security with public officers or agencies,’’ is hereby 
\! tmended to read as follows: 

| Section 1. The obligations which may be issued by the Port 
§ of New York Authority to raise moneys for the establishment or 


EXPLaNaTION — Matter in italice ie new; matter in brackets [ ] is old law te 
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acquisition of steamship terminals (by which’ are meant develop. 
ments consisting of one or more piers, wharves, docks, bulkheads 
slips, basins, vehicular roadways, railroad connections, side tracks 
and/or sidings, and/or other buildings, structures, facilities, op 
improvements necessary or convenient to the accommodation of 
steamships and/or other vessels and their cargoes and/or pas. 
sengers) and for purposes determined by it to be incidental thereto, 
including the acquisition of land and the construction of improve. 
ments and the acquisition of equipment, are hereby made securi- 
ties in which all state and municipal officers and bodies, all banks, 
bankers, trust companies, savings banks, saving associations, and 
building and loan associations, investment companies and other 
persons carrying on a banking business, all insurance companies, 
insurance associations and other persons carrying on an insurance 
business, and all administrators, executors, guardians, trustees and 
other fiduciarics and all other persons whatsoever who are now 
or may hereafter be authorized to invest in bonds or other obliga- 
tions of the state may properly and legally invest any funds, includ- 
ing capital, belonging to them, or within their control; and said 
obligations are hereby made securities which may properly and 
legally be deposited with and shall be received by any state or 
municipal officer or agency for any purpose for which the deposit 


of bonds or other obligations of this state is now or may hereafter 


be authorized. 


§ 2. This act shall take effect immediately. 
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(The document referred to at p. 1189 follows :) 


{From the New York Legislative Index (1950) | 


19. LASHIN—Whereas, In the year 1834 the states of New York and New 
Jersey entered into an agreement fixing and determining the rights and obliga- 
tions of the two states in and about the waters between the two states, and 
especially in and about the bay of New York and the Hudson river ; and 

Whereas, By chapter 154 of the laws of the state of New York of the year 
1921, a compact between the two states was entered into which provided, among 
other things, for the creation of the Port of New York district and the estab- 
lishment of The Port of New York Authority as a joint instrumentality of the 
two states to provide for the future development of the terminal, transporta- 
tion and other facilities of commerce in, about and through the port of New 
York ; and 

Whereas, Since the year 1921, the scope of the activities and operations of 
The Port of New York Authority has from time to time been extended and 
enlarged so that the said authority has now jurisdiction over and performs 
functions, powers and duties in areas and facilities not originally contemplated 
by either of said states ; and 
“Whereas, The laws relating to the said authority and its activities are special, 
unconsolidated laws and cannot now be readily found without making a careful 
and painstaking, year by year, search of the session laws of the state of New 
York commencing with the laws enacted twenty-nine years ago, consequently, 
a compilation, codification and consolidation of such laws is long overdue; and 

Whereas, There is no supervision by any state agency over the affairs and 
business operations or the books and accounts or over the physical assets and 
properties under the direction, supervision and control of said authority and 
its property and affairs have become so extensive that a complete legislative 
study and analysis of the present structure, properties, facilities, financial status 
and resources, obligations, operations and activities of the authority appears 
to be necessary for an intelligent understanding of its jurisdiction, functions, 
powers and duties and a reappraisal of its appropriate role in the future growth 
and development of the metropolitan area of New York City ; and 

Whereas, There is no agency of State or Federal Government supervising the 
letting of contracts, leases, concessions and/or other agreements by the Port 
of New York Authority and the people of the state of New York have a direct 
interest in the financial structure and the financial dealings of the said Port 
of New York Authority; and 

Whereas, The Port of New York Authority is immune from suit in the state 
courts and their operation of various facilities in and about the city and state 
of New York, directly affect the health and welfare of the citizens of our 
state; and 

Whereas, The Port of New York Authority are in direct competition with 
many industries, corporations and associations presently engaged in business in 
the city of New York and which business contribute in taxes to the state treas- 
ury and to the treasury of the city of New York, all inuring to the benefit and 
welfare of the citizens of the state and city of New York: and 

Whereas, Over the period of years the Port of New York Authority has become 
immune from the usual routine and regular municipal and state regulations 
and police powers ; and 

Whereas, The Port of New York Authority enters into employment agreements 
and the hiring of personnel without supervision, which employees are entitled 
to pension rights and other Civil Service standing as employees of a public 
agency and the Port of New York Authority is not under the direct control or 
supervision of any state or municipal Civil Service Law ; and 

Whereas, The extension of all of these activities, functions and operations 
ifect the future growth and development of the metropolitan area and the 
city and state of New York ; now, therefore. be it 

Resolved (if the Senate concur), That a joint legislative committee be and 
hereby is created, to consist of three members of the senate to be appointed 
by the temporary president of the senate, and three members of the assembly, 
to be appointed by the speaker of the assembly, with full power to make (1) 
4 compilation, consolidation and codification of all laws of the state of New 
York in any way affecting or appertaining to The Port of New York Authority 
and (2) a complete study and analysis of the present structure, properties, 
facilities, financial status and resources, obligations, operations and activities 

68911 O- 61 pt. 2 18 
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of the The Port of New York Authority with the view and for the purpose of 
recommending for enactment by the legislature of the states of New York ang 
New Jersey of such legislation as it may deem necessary or proper to accom. 
plish the purposes of this resolution, and be it further 

Resolved (if the Senate concur), That such committee shall organize by the 
selection from its members of a chairman, a vice-chairman and a secretary, 
and shall employ and may at pleasure remove counsel and such other employees 
and assistants as may be necessary and fix their compensation within the amount 
made available therefor by appropriation. Any vacancy in the membership of 
the committee shall be filled by the officer authorized to make the origina) 
appointment. The members of the committee shall serve without compensation 
for their services but shall be entitled to their actual expenses incurred in the 
performance of their duties. Such committee may request and shall receive 
from all public officers, department and agencies of the state and its politica] 
subdivisions such assistance and data as will enable it properly to consummate 
its work and shall have generally all the powers of a legislative committee as 
provided by the legislative law; and be it further 

Resolved (if the Senate concur), That the committee shall report to the 
legislature on or before March first, nineteen hundred fifty-one, the result of 
its study and investigation and shall submit with its report such legislative 
proposals as it deems necessary to make its recommendations effective; and 
be it further 

Resolved (if the Senate concur), That the sum of fifteen thousand dollars 
($15,000) or so much thereof as may be necessary, is hereby appropriated from 
the contingent fund and made available to pay the expenses of such committee. 
including personal service, in carrying out the provisions of this resolution. 
Such moneys shall be payable after audit and upon the warrant of the comp 
troller on vouchers certified or approved by the chairman of the committee ip 
the manner provided by law 

To Waysand MeansCom. Mar. & Motion to discharge com. lost. 


(The document referred to at p. 1189 follows :) 
[From the New York Legislative Index (1950) } 


22. ROMAN—Whereas, The Port of New York Authority created in 1921, by 
compact between the states of New York and New Jersey, has been granted 
vast powers for the construction, maintenance and operation of the port and 
harbor facilities of the world’s largest port including terminals, tunnels and 
bridges, and 

Whereas, The conferring of such powers necessarily involves an obligation to 
conduct this huge enterprise in the best interest of the public and in strict ac 
cordance with the law, and 

Whereas, It appears from recently published reports that the Port of New 
York Authority has violated the law in the letting of a contract for the construe 
tion of a superstructure of the Union Bus Terminal in Manhattan and that such 
contract was not awarded to the lowest qualified bidder as a result of which 
action the cost of the project was increased by $250,000, and 

Whereas, These reports indicate that the Port of New York Authority has not 
acted in the best interest of the people and has not conducted its affairs with 
adequate appreciation of its responsibilities to the people and is in fact operating 
in an arbitrary and unsound manner, and 

Whereas, Not only in the letting of contracts involving millions of dollars but 
also in the fixing of toll charges, in the cost of administration, in the vast ex- 
penditures for consultation fees and other matters affecting its operation has 
caused wide-spread criticism, and 

Whereas, It is the considered judgment of the members of the Legislature that 
an investigation into the affairs of the New York Port Autbority is in the publi 
interest ; now, therefore, be it 

Resolved (if the Senate concur), That there is hereby created a committee 
consisting of four members of the assembly to be appointed by the Speaker of 
the assembly and three members of the senate to be appointed by the President 
of the senate to make a thorough and complete investigation of the affairs of the 
Port of New York Authority, and be it further 
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Resolved (if the Senate concur), That said committee shall be authorized and 
empowered to inquire into the operations of said Port of New York Authority, 
its receipts and disbursements from the beginning of such operation, the initial 
cost and the operating expenses of all facilities constructed and operated by the 
gid Authority, its revenues and the disposition thereof, the operating of its 
dnking funds and reserves, the surplus and any and all other matters relating 
to the operations of said authority and be it further 

Resolved (if the Senate concur), That vacancies occurring or existing in the 
membership of the committee shall be filled by the appointing power or powers, 
and be it further 

Resolved (if the Senate concur), That the committee shall have power to select 
a chairman and a vice chairman from its membership, and be it further 

Resolved (if the Senate concur), That the committee may employ and at pleas- 
ure remove a counsel, a secretary and such expert, technical, clerical and other 
assistance as may be necessary to carry out its duties, and be it further 

Resolved (if the Senate concur), That the committee may sit at any place with- 
in or without the state and hold either public or private hearings. It and each 
member thereof, shall have the power to administer oaths and take testimony, 
subpoena and compel the attendance of witnesses and the production of all 
books, papers, records, or documents deemed material or pertinent to any sub- 
ject within the scope of its investigations and shall generally have, possess and 
exercise all of the powers of a legislative committee as provided by the legisla- 
tive law. 

The committee may request and shall receive from all departments, divisions, 
boards, districts, bureaus, commissions or agencies of the State of New York or 
of any of its political subdivisions such assistance and date as will enable it 
properly to complete its studies and investigations hereunder. 

The committee shall make a report of its proceedings hereunder to the legisla- 
ture on or before February 15, 1951. 

That the members of the committee shall receive no compensation for their 
services, but shall be reimbursed for their expenses actually and necessarily 
incurred by them in the performance of their duties hereunder, and be it further 

Resolved (if the Senate concur), That there be and hereby is appropriated and 
made available out of the legislative continguent fund the sum of fifty thousand 
dollars or so much thereof as may be necessary to pay the expenses, including 
personal services of employees of the committee. Such moneys shall be payable 
on the audit and warrant of the comptroller on vouchers certified or approved by 
the chairman of the committee in the manner prescribed by law. 

To Ways and Means Com 


(The document referred to at p. 1189 follows :) 


{From the New York Legislative Index (1950) } 


14. CURRY—Creating committee to inquire into toll charges collected by the 
Port of New York Authority for use of bridges and tunnels and further to in- 
quire into operations of said Authority relative to receipts and disbursements, 
particularly for the feasibility of an immediate reduction in toll charges, pro- 
viding for report February 15, 1951, and appropriating $15,000. (For full text 
see identical resolution by Senator Braisted—No. 11). To Ways and Means Com. 
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(The document referred to at pp. 1192 and 1193 follows :) 


July lst, 194€ 
‘ 
CONFIDeas TI. L *-ad0 j 
- + UTHORITY 

remiume snc cormircsions of the above cartione1 «ssured heve been 
computed on the existin- insurance mich te exoected to be renewed 
during th: next five ye rs. s«ttached bereits is schedule list- 
ing this insursnce. it w requested that cert in rticipents ip 
the commission be ic in ‘ull upon receiyt of check for the multi- 
risk cremium. Uther partict» nts re to receive rtial p»yments 
ss noted uncer the column entitlea "Yulti-atek Commissions”. They 
re also to receive ac.ition#sl peyments from time to time unt tl 
they nuve received the total dol!*r cmount sllocater 

Thom Morrison, in adécition to tre check he is to receive now 

{ll ¢et the commiselon on the renewal of the ‘ort -uthority ouild- 
in’, LLL fi gnth Avanuc, in the sum of 41,49%4.0. 

Lewrence Tremaine, ine., in ition to the check to be sent now 
will receive the commission on e -ort outnority bond when it is 
renewed. This commission will amount to <.,709. and will be full 
-yment. 
Jonn ©. vonxlin agency, Rooert L. ~tevens, n. 4. Corroon & ‘omoany 
nd toe J. S. Frelin~huy«en Cornoration sre to receive the balance 
of their total -Lllocations from subsequent renewals during the five 
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(The document referred to at p. 1193 follows:) 
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J, & Prelinghuysen Corporation 
1, A, Corroem & Co 

faonas Horri son 

lawrence Tremaine, Ine. 
ion RB, Rogers 

lobert L. Revens 

luis Tofte 

ort, Tlie 

Rephen C. Griffitn, Jr. 
frederick B. Reger 

joan C. Comklin Ageney 


- Participrting Brokers 


lll Willies Street, New York City 

92 William Street, New York City 

200 - Sth Avenue, New York City 

514 Genesee Building, Buffalo, Bow York 
60 Park Place, Newark, New Jersey 

112 Memticello Avenue, Jersey Oity, B. J. 
65 Wall Street, How York City 

5010 Perk Avenue, Weehavken, HB, J. 

10 Park Place, Norristewn, H. 7. 

75 Maiden Lame, Now York City 

201 Main Street, Hackensack, Bow Jersey 
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(The document referred to at p. 1193 follows :) 


{From the New York Times, Oct. 18, 1946] 
Heaps INSURANCE AGENTS 


ATLANTIC City, N.J., October 17.—John C. Conklin of Hackensack was elected 
today president of the New Jersey Association of Insurance Agents, succeeding 
Charles Frankenbach, of Westfield. He will be installed tomorrow at the elog. 
ing session of the association's 53d annual convention. Other officers electeq 
included Alfred C. Sinn, Clifton, chairman of the executive committee; Her. 
bert L. Brooks, Bloomfield, State national director; Charles J. Unger, Jersey 
City, secretary-treasurer. 


(The document referred to at p. 1194 follows :) 
{From the Biographical Directory] 


THOMAS, JOHN PARNALL, a Representative from New Jersey; born in Jersey 
City, Hudson County, N.J., January 16, 1895; attended the public schools of 
Allendale, N.J., the high school at Ridgewood, N.J., and the University of 
Pennsylvania at Philadelphia; during the First World War served overseas as 
a second lieutenant in Company B, Three Hundred and Sixth Infantry, and first 
lieutenant and captain in Headquarters, Regimental Staff of the Fiftieth Infan- 
try, 1917-1919; engaged in investment securities pursuits 1920-1938 and in the 
insurance business in New York, N.Y., since 1988; member of the borough coup. 
cil of Allendale, N.J., in 1925; mayor of Allendale 1926-1930; member of State 
house of assembly 1935-1937; elected as a Republican to the Seventy-fifth and 
to the six succeeding Congresses and served from January 3, 1937, until his 
resignation January 2, 1950; is a resident of Allendale, N.J 
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(The document referred to at p. 1195 follows :) 


October 5, 1950 


Mr. Lewis M. Gabbe 
$28 Broad Street 
Newark, N. J. 


re: The Port of New York Authority 
Warehouseman's Legal Liability Insurance 
(Lehigh Warehouse & Transportation Co.) 
Port Newark, New Jersey 

Term: Dec. 30, 1948 to Dec. 30, 1949 


Dear Mr. Gabbe: 


In accordance with our recent telephone conversation concerning 
the above-captioned insurance, I have talked to Mr. C. J. Kushell, Jr., 
Comptroller of The Port of New York Authority, about the arrangement 
which was made in his office in June of 1949. 


Mr. Kushell advises me that no arrangement was made for you 
to participate im remewals of this insurance. According to Mr. Kushell 
and Mr. Schmidt of this office, and as confirmed by our files, it is very 
clear that the amount of your participationis $70.31, which is 50% of the 
commission which we received for this insurance for the period December 
30, 1948 to December 30, 1949. 


We are therefore enclosing our check drawn to your order in this 
amount, in full and final settlement of this matter. 


Very truly yours, 
J. 8. FRELINGHUYSEN CORPORATION 


7 ie:M 


Enclosure: Check No. P 12221 dated Sept. 27, 1950 made out to 
Lewis M. Gabbe for $70.31 


Notation :In full settlement of commissiegs 


on The Pert of New York ty . 
(er. Way sariabes wording (or fptotes ) <t ‘= : 
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Septermbcr 27, 1950 


Mr. Lewis M. Gabbe 
828 Broad Street 
Newark, N. J. 

re: The ort of New Y vk Authority 
Warehouseman's i cgal Liability insurance 
(Lehigh warehouse & Transportatica Co.) 

Post Newark, N.w Jersey 

Term: December 30, 1948 to Lecember 30, 1949 
D. ar Mr. Gabbe: _ my a 


le accordance with our recent tele »heme -smwersetion cuncer.- 


ag the .@ @ome me reece = beve tole eh Mr. C. J Kuchell, 
Je teolicr of The “ort ad Mew ¥ rh Authority. abet the arrange. 
ment of was mace im Bis office im Jume of 1949. 


Mr. Kushell advises me that no arrangement wee made for you 
tc participate in renewals of thie imeurance. According to Mr. Kushell 
and Mr. Schunidt of this office, and as confirmed by our files, a is 
very clear thet the ammount of your participation is $70.31, which is 504 
of the commmiseaicn which we received for this insurance for the period 
Dcecesnber 30, 1948 to Dccember 30, 1949. 


We are therefore enclocing cur check drawa to your order is 
this amount, ia full and final ecttlement of this matter. 


Very traly yours, 
3. 8. FRELAMGMUYSLN CORPORATION 


JSF Jy 
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Mr. Prelinghuysen warts to know the brokerage 


Commis®ion in dollare and per cent om this 


idl eee IA 3of¥9 
Pram 4937 50 Corn 16% » “rho.l2: 
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. Mer Kushell is going to look ‘nto this to see wo. Le, 
whetier or not Gabbe billed inem direct and p boy 
whether or not he would - ay for his 50% 

He will advise me accordingly 


with Mr. Kushel} 


77 ’ fling 
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yenorendum to: Mr. J. &. Prelingh.ysen, Jr. September 7, 1950 


Mr. Colgan, Mr. Gabbe and mself agreed thet the proper way to handle 
the matter would be to ray both sets of underwriters 50% of the earned 
premium computed on a pro reta basis ur+'l July let, 1950 and from then 
on Mr. Gabdbe's office would te rewoved from the picture. 


We arreneed with our widerveritcre te hendtle the setter in thie manner and 
presume Mr. Gabbe would sleo a> s- 


- enas. A a@ > ame ; - we 4 + a? , . 
It wey anertad, et that * ¢ me hter wee *en@led to the netiefaction 
ef a]l jart‘’es concerned 
wre /nhe 


ice 
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NY, , Accinidre ere | 

hue “ eepltctanding | 

re Warehouseman's Legal Liability Port Newark, N. J 

Buildings operated by Lehigh W rehouse & Transportation | 

Gabbe had received instructions ¢ from Lehigh the early part of Oct. 1948 j 
to write a policy for their ac« int and later on was supposed to have been 
nstructed y someone in the rort Authority t extend the polis y to include 


the Port Authority's interest, 


Be J. S. Frelinghuyser ! ration received instructions from the Port Authority 
in December 1948 to place insurance in the name { the Port Authority and 
Lehigh. 
a In June, 1949 it wa i vered that thas double insurance existed, We met ' 
i 
with Mr, Gabbe at Mr. K hell's {fice and at that time it wa decided j 
| 
Re I 4 ei the sa € - ‘ 
t I a t J r re ¥ ati e a 1/49, } 
' 
} 
a. Be Be Frelinghuyser rporation arranged with its uz lerwriters that a pro 
rata premium be charged for the period there was double insurance -« 50% 
of the normal premium wa harged for that pe: and from then on full 
premuiur was nharype 
®Mr. Gabbe apparently did not make similar arrangements for the period 
the insurance he place was in force, 
5. Mr. Gabbe was to receive the mmissior nthe insurance he had placed 
for the period it was in force no other ITuMisSsion arrangement was made, 
6. The premium for the JS Corporation insurance should have been $1250. 
for the first year but because only 50% of the premium was charged for 
the period there was duplicate insurance, the annua! premium amounted to 
F F 
a 
$937.50. The commission amounted to $14 62 


6. Mr. Kushell 's understanding is that Mr. Gabbe was to eceive 50% of the 

x commission for the first year and then Mr. Gabbe was out, He feels 
that inasmuch as Mr. Gabbe would in effect receive approximately only 1/4 
of the commission on insurance which he placed, he should receive the other 
1/4 to make up the 50%. 


However, there is still the premium on the dupinc Gabbe insurance to 

be considered, Did he arrange for this insurance to be charged for on the 

basis of 50% because of duplicate insurance? iteet, fhe Port Authority 
We © ip thlnelgetemive billed for $300. to $500. dollars; on which Gabbe will 

receive full commission and also $70.31 (reprepenting 1/2 of the commiss@ 


received by the Corporation for a full year.) . 


LT -SSSSTeSSSn _SSSSsSitnsssssnnattsnnsn 
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(The documents referred to at p. 1196 follow :) 


Corroon, James F., pres. R. A. Corroon & Co., Inc.; officer and dir. other insur- 
ance cos. Home: 25 Rockaway Road, Garden City, N.Y. Office: 92 William St., 
New York, sds 

Corroon, Richard Aloysius, insurance chmn.; b. Brooklyn, N.Y., Feb. 18, 1882: 
started with S. A. Coykendall, Inc., brokers, 1898 ; organized firm, of R. A. Corroon 
& Co., 1905; elected pres. Am. Equitable Assurance Co. of New York, 1918, and 
of the New York Fire Insurance Co., 1925; chmn. of the board and dir. Mer- 
chants & Mfrs. Ins. Co. of New York, Central Fire Agency, Inc., R. A. Corroon 
& Co., Inc.; pres. and dir. Globe & Republic Ins. Co. of Am., Corroon & Reynolds, 
Inc., Corroon & Reynolds Corp. Home: Massapequa, L.I., N.Y. Office: 92 Wil- 
liam St., New York, N.Y. 

Source: Who's Who in Commerce and Industry, Fifth International Edition. The 
\. N. Marquis Company, Chicago 11, Illinois. 

Grifith, Stephen Carton, Jr. (Born 1880 Morris Plains, N.L.—F & AM— 
Shrine; KT; BPOE)—Park Square Bldg., Morristown, N.J. (Residence): 19 
Wetmore Ave., Morristown. 

Morristown Trust Co., Dir. 

Morristown Packard Co., Treas. & Dir. 

Morristown Building & Loan Assn., Dir. 
Morris County Board Freeholders, Dir. 
Glen Road Realty Co., Pres. 

Stephen C. Griffith, Jr., Inc., Pres. 

Stevens, Robert L. (Born 1907 New York City)—Residence) : Water Mill, 
LL, N.Y. 

Hoboken Ferry Co., Dir. 
Winifred Masterson Burke Relief Foundation, White Plains, N.Y. 

Tofte, Louis (Born 1891 New York City)—Dir., Johnson & Higgins, 63 Wall 

St.. NYC—( Res.) : 811 Cedar Terrace, Westfield, N.J. 
Johnson & Higgins 8. A. (Cuba), V—P. & Dir. 
Cuban Chamber of Commerce in U.S.A., Dir. 
Insurance Federation of New York, Inc., Dir. 

Tremaine, Laurence Purves (Born 1888 Halifax, Nova Scotia, Canada )— 
y-P. & Dir., Pacifie Fire Insurance Co., Platt & Gold Sts., New York City 8. 
(Residence) Sparta, N.J. 

Bankers & Shippers Insurance Co., V—P. & Dir. 
Jersey Insurance Co. of New York, V—P & Dir. 


Source: Poor's Register of Directors and Executives, 1947 
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(The document referred to at p. 1197 follows :) 


May 9, 1952 


Memorandum te Mesers: 


Thais afernees we were requested by the Port Autherity te prepare 
certain information with respect to the American E uitable, the 
Merchants & Manulacturers Ins. Co., the New York Fire lneurance 
Cempeny. Kk is the Port Authority's desire thet we show the total 
premiums (Grese premiums, lese returns) paid te each of these 
companies Guring cach of the pest 10 years. At the same time if 
any FIA policy was written with one of these three companies as the 
originating compeny it should be included. 


in addition te the above, it is desired that we shew the percentage of 
participation im the schedule of insurance om which cach ef these 
Cempanies was participating la order te spread and allecate the work 
the premiums and percentage participations under any form ef imeuraace 
im the Marine er inland Marine will be prepared by Mr. Schmidt. 


With respect te fre insurance and allied lines, Mr, Keane will prepare 
a list showing the percentage participations in schedules. 


My. Matskew will ceeperate with Mr. Keane in preparing a list of the 


fire aad allied lines premiams paid te these companies fer the perieds 
and im the manmer described above. 


Jeseph 4. F relingtmyseon, J7. 
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INFORMATION FROM ALFRED M, BEST & CO, 


JOSEPH M, BYRNE, JR, 


American E ,uitable Assurance 
Company of New York 


New York Fire Insurence Company 


Merchants and Manufacturers 
Insurance Co, of New York 


DATE OR YEAR BECAME 


DIRECTOR 


April 19, 1938 


July, 1928 


1928 


Fe 
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TOME ABE AldsDED 1.OORS 
fetal enownt of insurance - 998 , 983 , 460. 
meticen Inguremce Compemy ° 3,925,3m@1. 
mene table As@eurene + 
—— ef Bew York - 1,201,079. 
Provident Fire Imeuranse Compeny - 22, 964. 
Jestery Insuremse Aseocistion ~ 14,878,500. 
(american Equitable .% of ¥.1.A.) 
( mare Le aon, 1.7% of F.1.A.) 
O11] Ineuremee Ageceiation 450,000 


1439 


3.982 


1.28 


15.092 


». 564 
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AMERICAN INSURANCE COMP AN Br NEWARK 


1942 
1943 
1964 


1945 


1947 
1948 
1949 
1980 
19S! 
5/12/%2 
Tetal: 


NET PREMIUMS 


1942 - 1952 


° 

0 
1, 251. 7% 
21,431.89 
11, 205, $9 
15, 417, 38 
Py 





$58, 378. 66 
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AMERICAN BOUT A G1.8 AUG Rs OR OOMP ok 


1943 
1943 
1944 
1945 
a 
1947 
Me 
1969 


5/18/58 
Total: 


NET PREMIUMS 
1942-1982 


$ °@ 
187, 50 


7, 50 


3, 346, SY 
3, 706, 64 
16, 366, 43 
9, 633. 66 

471. 79 


O29, 933. 49 
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1942 


1950 
1951 
5/12/52 


Tetal: 
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MET PREMIUMS 


1942-1952 


PROVIDENT FIRE INSURANCE COMPANY 


0 

0 
$1,231.05 
157,14 


eran cemeti 


$1, 386,19 
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MERCHANTS & MANUFACTURERS INSURANCE CO, 
OF NEW YORK 


NET PREMIUMS 
1942-1952 


1942 - 3/12/52 
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1942 
1943 
1944 
1 God 
1946 
1947 
1948 


1980 


5/12/32 


T etal; 


1942 - 1953 
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NEW YORK FIRE INSURANCE COMPANY 
NET PREMIUMS 


$ #4. 


6 
1, 258, 35 
357.14 





91, 486. 68 
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NET PREMIU MS 


1942-1952 (5/12/52) 


Car & General Ins. Corp., Ltd. 0 
Royal Exchange Assurance Co. 0 


State Assurance Co., Ltd. 0 








NEW YORK AUTHORITY 


RETURN PREMIUMS 


sh eee ee 


Pert Newark Ai 





M4, 992. 89 400. 44 
12, 780, 04 874.0) 
2, 892. 69 6,615. 10 
50, 666. 42 7,889. 55 


Pert Newark 50, 646. 42 
Nwk. Airport 7,889. 55 
Marine Termil. 179, 74). 34 


138, 297. 31 
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ie! May 12, 1952 


Memorandum for File: 


Inaccordance with mumux request by Mr. McGuinness of the Port 
Authority today, I reread their draft of the special report and 
telephoned to him certain comments with respect to the items 
contained in the report that were for information purposes only. 
in addition to certain typographical erras I mentioned that the 
Committee in question might not be particularly sympathetic 

to the self-insurance plan. However, that was a policy decision 
for the Port Authority as to the manner in which this would be 
stressed, 


I made several suggestions in connection with controversial questions 
that had come up in connection with the Blades report. I suggested 
that these be deleted in any formal statement that was to be made 
before the committee. 


We made one correction in connection with the foreign countries on 
the bridge and tunnel policy. It was agreed that the fordgn countries 
would not be mentioned by name, 


lalse suggested that in the broker's statement the queethomeetee 
statement that the account was a near-marginal account might 
possibly be d omitted in view of the fact that possibly other brokers 
might wnt to write the account and would feel that they could do so 
on a profitable basis. 


Joseph §. Frelinghuysen, Jr. 
JOF Jr: M 
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The CHarrRMan. Mr. Tobin. 


TESTIMONY OF AUSTIN J. TOBIN—Resumed 


Mr. Tosrn. Mr. Chairman, I need not cover, because I fully coveped 


yesterday, the circumstances under which back in 1946 or 1947 the | 


commissioners brought to an end to what they considered an unfair 
and unbusinesslike procedure. 

The Cuatrman. Mr. Tohin— 

Mr. Tosrn. Mr. Chairman, I am through with that subject now, 

The Cratrman. I do not want you to characterize these proceed. 
ings. Otherwise, I will not hear vou. You said “unfair proceed. 
ings.” 

Mr. Tosrn. No, I did not, Mr. Chairman. 

The Cuarrman. T withdraw my statement. I am sorry. IT did no 
hear you. 

Mr. Tosin. I said that I thoroughly explained to the committe 





yesterday, on three pages of the record that I have here, how, in the | 


years—by about the year 1946 or 1947—I had gone into this present 
office in 1942—the commissioners had been persu: aded that the splitting 
up of brokerage commissions like this was an unfair and an unbus. 
nesslike procedure. 

And that since that time, Frelinghuysen has not only handled all of 
our insurance brokerage, but has, of course, kept all the commissions 

Now, at that time—in 1944 or 1945, the State of New York asked 
the port authority, a matter in which Governor Dewey took the initia. 
tive, to take over the grain terminal down in Gowanus, in Brooklyn, 
and the Columbia Street Pier is part of the grain terminal. 

And when the State of New York owned the grain terminal, and 
the Columbia Street Pier, the insurance brokers that covered the 
Columbia Street Pier were the Knickerbocker Associates, selected by 
the State of New York. 

They had written and serviced that policy, and that policy was on 
the Columbia Street Pier when we took it over. 

And, as you can imagine, when we advised the brokers in 1946 or 
1947 that this practice was about to end, Mr. Stevens felt that this 
was a very unfair thing. 


The State of New York had selected him as its broker, and he had | 


serviced that policy, and we were about to discontinue it. 

So we did continue that to permit him to act as the broker, or to 
receive the brokerage commissions on that one policy, until we term: 
nated even that in 1952, when we canceled out all that fire insuranee, 
and wrote it with the FIA. 

Now, to clear up Congressman MeCulloch’s question, Assemblyman 
Mallory Stephens was a Republican leader in the assembly for many 
vears. 

T will call it 20, 

I may be wrong. 

He was chairman of the ways and means committee. In the orderl} 
process of the rules of the assembly, all bills involving the port au 
thority, and many such other agencies, automatically go to the ways 
and means committee, as the *y go in the senate to the committee that 


was presided over by, I think the finance committee was presided over | 


at that time by Senator Wicks. 
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Now, long before we took over the grain terminal, and before 
Knickerbocker Associates was involved in any way on this policy, 
the only way that bills involving the port authority could move 
through the assembly were through Mr. Stephens, Assemblyman 
Stephens’ Committee. 

And when we terminated the policy completely in 1952, you could 
goon with this same type of list that Mr. Maletz read of Kesembly- 
man Stephens introducing bills from 1952 right through to the time he 
gent out of the assembly in 1958, and we had taken this final policy 
away from his firm and turned it over to Mr. Frelinghuysen. 

Imay say also, bearing on that event, that in a very well publicized 
ontrovery here in our town, in 1950, I had the most serious dis- 
agreements with Assemblyman Stephens, publicly, about the award 
of a contract to the Turner Construction Co., where the Merritt, 
Chapman & Scott Construction Co., of which he was a director, had 
been the dollar low bidder, though not, in our opinion, the qualified 
low bidder, and Mr. Stephens and I rowed that out in the Governor’s 
fice, and to some degree in public, in the public debate of it. 

And the decision stuck. 

Mr. Stephens’ company was not awarded that $10 million contract. 
He continued to sponsor port authority legislation in the assembly 
which was the normal course of its moving through the assembly. 

But the policy that we are talking about here this morning was 
written by the State of New York, turned over to us when the State 
of New York turned over to us the responsibility for the grain 
terminal, and we continued with that brokerage firm for until about 
1952, as has been testified, when we terminated that. 

Mr. McCuntstocu. Mr. Chairman, I would like to ask Mr. Tobin one 
question. 

From the time that the port authority took over the grain terminal, 
until 1949, as I recall, did the Knickerbocker Agency have that in- 
surance / 

Mr. Tonrn. Yes, sir. 

Mr. McCutzcocu. The answer is “Yes”? 

Mr. Tostn. Yes, sir. 

They had it before them. They had it continuing on—we continued 
om with the policy. Except there was some change, I guess that was 
referred to here, and I am recalling most of these from 14 years back— 
there was some change involved, I suppose, at the closing—the policy 
was, as Congressman Holtzman said—was either prorated or some- 
thing like that. But the Knickerbocker Agency went on with the 
policies. 

Mr. McCuttocu. One further question. 

I would like to inquire if, by rule, or law, all port authority legis- 
lation automatically goes to the Committee on Ways and Means of 
the New York Assembly ? 

Mr. Topix. Automatically. It cannot go any place else. 

Mr. McCvtsocu. And that has been the case since 1945— 

Mr. Tonin. Since 1921, and is so in 1960. 

The Cuairman. And all the bills that have been mentioned, with 
the exception of three, which were resolutions of inquiry into the 
operations of the port authority, passed ; but those three never passed ? 

Mr. Tonix. That is correct. 
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The Cuarrman. And those three, involving contemplated inquiries 
or investigations into the operations of the port authority, died in 
the ways and means committee / 

Mr. Tostn. That is correct. 

Mr. Roptno. Mr. Chairman—do I understand you now, Mr. Tobin, 
to say that the practice of distributing around insurance patronage, 
as it is called, stopped in 1952 / 

Mr. Torry. No. It stopped really in 1946-47, and I am recalling 
those dates—somewhere 11 there. But the one exception was this 
Knickerbocker policy, which we had inherited, if you will, from the 
State. 

It is not a Knickerbocker policy. They were broker on the in- 
surance policies, whatever they were. 

Mr. Roptno. Well, when you testified yesterday, Mr. Tobin, you 
stated, and I am reading from the transcript, page 676: 

And somewhere, Mr. Maletz, in around 1946 or 1947, or some place in there, 
I persuaded the commissioners or the commissioners persuaded themselves, be 
cause rapidiy Mr. Cullman and other commissioners began to believe the same 
thing, and that this system, which is so widely followed in public agencies and 
municipalities, of distributing around the insurance patronage, is inefficient, 
and unfair, and somewhere in 1946 or 1947, that was put an end to in the 
port authority. 

Mr. Tosin. I repeated that here just now, sir. 

Mr. Roptno. You say now it was an exception. 

Mr. Tosrn. It was this exception on the argument that 

Mr. Ropino. You did not mention that yesterday. 

Mr. Tosrn. I did not mention that vesterday. 

Mr. Maerz. Mr. Chairman. 

The Cuairman. Mr. Maletz. 

As I understand your testimony, until 1944 the Gowanus grain 
elevator in the Columbia Street pier was owned by New York State! 

Mr. Tosrn. Owned and operated. 

Mr. Maerz. And Mr. Stephens’ firm, Knickerbocker, was the in- 
surance broker for that facility ? 

Mr. Tostn. That is my recollection. 

Mr. Maerz. Well— 

Mr. Tostn. They were certainly on that insurance when we took 
it over. 

Mr. Macerz. When you took over the facility in 1945, was it 
May 1, 1944? 

Mr. Tostn. I donot know thedate. Somewhere in there. 

Mr. Maerz. Mr. Stephens’ firm, then, was handling the in- 
surance brokerage for this particular facility at the time that he was 
chairman of the ways and means committee; is that correct ? 

Mr. Tostn. That is my recollection. 

Mr. Maerz. Did the legislation transferring—— 

Mr. Tortn. Also, as a matter of fact, it is my best recollection 
that the Knickerbocker handled a great amount of State insurance 
at that time. 

Mr. Maerz. Did—— 

Mr. Tosrn. This is still the situation in the States of New York and 
New Jersey, as you know. This is a fact. There is always a squabble 
about it when the administration is transferred. We had one in New 
York a year ago. 
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Mr. Marerz. Did the legislation transferring these facilities 

from the State to the port authority clear through the ways and means 
mittee ¢ 
Mr. Torry. It isthe only way it could have cleared. 

Mr. Matetz. Now, did you then continue 

Mr. Tost. Mr. Maletz, that is why I am saying that, because that 
is the rule, and I have no present recollection of that bill moving 
through that committee. 

Mr. Maerz. Did the port authority designate Mr. Stephens’ firm 
as the broker for these particular facilities as soon as they were 
transferred ? 

Mr. Torry. It continued it; yes, sir. And I think—I am puzzled 
myself why this doesn’t cover the grain terminal as well as the Colum- 
bia Street pier. They are really one facility. I think the answer is 
that grain terminal insurance is a rough business. I don’t know why 
this insurance—is there any policy on it ? 

Mr. Marerz. Did you have a commitment that. Mr. Stephens would 
continue to get the brokerage for these particular facilities for any 
given period of time / 

Mr. Tontn. None whatsoever. 

Mr. Maerz. You continued his firm as the broker from 1944 to 
1949: is that correct ? 

Mr. Tostn. Until 1952 

Mr. Macerz. Until 1949, and then you canceled certain policies, and 
then provided for a 5-year renewal ? 

Mr. Tontn. Yes. 

Mr. Marerz. Why did you work it out that way? 

Mr. Tostn. I don't know. I remember about the time we are talking 
about here, I remember generally Stephens getting in touch with me, 
and whether by telephone, and said that he thought this would be a 
terribly unfair thing, to take this policy away from him, and I said: 
“Mallory, that is the general policy.” And he said: “Well, I wrote 
the policy, we serviced the polic y, I was the broker when the State had 
it, and I think it is terribly unfair.’ 

And that was the circumstances under which it was continued. 

Mr. Materz. New policies were issued in 1949. Why did you not 
continue on with the same policies? Why was it necessary to cancel 
the policies in December 1949 as of May 1949? 

Mr. Tostn. I have not any recollection of that—as to why. 

Mr. Marerz. I believe that either you or Mr. Frelinghuysen 
have testified that Mr. Stephens’ firm did not get a brokerage commis- 
sion, on these facilities after 1952: is that correct ? 

Mr. Tonrn. Yes, that is correct. 

Mr. Materz. And that is the year that Mr. Stephens left the New 
York State Assembly ; is that correct ? 

Mr. Tostx. Oh, no, I don’t think he left the assembly—I am guessing 
at this—until 1957 or 1958. 

Mr. Maerz. Mr. Mallory Stephens? 

Mr. Tontn. Yes. AmT wrong? 

Mr. Marrrz. I believe you are, sir. I believe the New York Times 
article and “Who’s Who” will indicate he left the New York State 
Assembly in 1952. 


Mr. Torry. I would. accept whatever the New York Times said. 
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Mr. Maerz. Do you know when in 1952 you discontinued provid. 
ing brokerage commission fees to Mr. Stephens / 

Mr. Tostn. Whenever we wrote the FAI policies, whenever tha 
was—FAT policies. 

The CuatrmMan. When you purchased other properties which had 
insurance thereupon, did you also continue the old broker, or did yoy 
substitute another brokerage out fit ? ; 

Mr. Tosrn. Well, in 1946 or 1947 

The Cuarrman. Anytime. 

Mr. Tosrn. We discontinued the policy of spreading around theg 
commissions altogether, and from there on, there was no other broker. 
with this exception—there was no other broker than- 

The CHarrman. When you purchased other property—I am no 
speaking now of the Columbia Street pier, or the grain ele vator—when 
you purchased other property, did you ever continue to use the services 
of the old broker that had the insurance on the property that you 
purchased ? 

Mr. Tostrn. No, Mr. Chairman. 

The CuatrMan. This was an exception, as far as Mr. Stephens was 
concerned. 

Mr. Topstn. Yes, Mr. Chairman; it was. 

Mr. Marerz. When did Mr. Stephens’ firm discontinue doing the 
work on this particular account ? 

Mr. Toxin. I doubt that they did very much work on it, Mr. Maltey, 
after 1949 or so. 

Mr. Maerz. In 1949, Mr. Frelinghuysen’s concern did all the work, 
and Mr. Stephens’ firm got all the commission; is that correct? 

Mr. Topin. Yes, that is correct. 

Mr. Maerz. I would like to ask you, Mr. Tobin, about some 
of these other names. We are talking about patronage now, ar 
we not? 

Mr. Tosin. This was patronage. Up to 1946—you are talking y 
to 14 years ago. 


——————————— 


Mr. Maurrz. I am directing mv attention to the period between | 


1949 and 1952. 

Mr. Tosrn. 1949 and 1952. 

Mr. Maerz. 1949 to 1952, was the case of Mr. Mallory Stephens 

Mr. Topin. In that case, yes. But these other names are 14 year 
ago: 1s that correct ? 

Mr. Maerz. I am now addressing myself to these other names 

Mr. Tosrn. It is your concern about these things that happened 14 
vears ago? 

Mr. Maerz. Well, Mr. Tobin, I believe vou testified in 1952, befor 
this subcommittee, and quoted a report of the port authority auditors 
Ernest & Ernest, to the effect that, and I quote—you took great pride 
in this statement : 


Truly operations of a port authority are carried on in a goldfish bowl 


Mr. Torstn. Yes. 

Mr. Maerz. Was that the case ’ 

Mr. Tosrn. I would think so today, too. 

Mr. Maerz. Youthink what was the case? 

Mr. Topin. The case then, and the case right here today. 
Mr. Matrtz. In the case of Mr. Mallory Stephens? 
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Mr. Torin. Well, there was no attempt to—there was no attempt 
whatsoever at secrecy about that policy. You mean, did we issue a 

ublic release that the policy on the Columbia Street pier would be 
continued in the Knickerbocker Associates? No, we did not. 

Mr. Maerz. Did you, by the way, clear this arrangement with Mal- 
lory Stephens with the board of commissioners 

Mr. Topix. Oh, yes. 

Mr. Materz. Was that in the minutes? 

Mr. Tosrn. Oh, yes. My recollection is that it is. 

Mr. Maerz. Did the minutes indicate that Mr. Stephens was to 
get the money for not doing any work ? 

Mr. Torin. Sorry? 

Mr. Matetz. Did the minutes indicate that Mr. Stephens’ firm was 
toget the money for not doing any work ? 

Mr. Tostn. No, I think the minutes would simply indicate that the 
broker on that fire insurance policy was the Knickerbocker Associates. 

Mr. Materz. I see. 

Mr. Meaper. Mr. Chairman, might I ask a question? I would like 
toaddress my first question to Mr. Frelinghuysen. 

We talked about the cancellation of existing insurance on the Co- 
lumbia Street pier, and the issuance of new policies which you serv- 
iced, but on which the Knickerbocker Associates were to receive the 
brokerage fee. My impression was that whatever insurance was 
thereby canceled—was canceled at that time—had not been serviced 
bythe Knickerbocker Associates. 

Do you have any recollection on that? 

Mr. FRELINGHUYSEN. No, sir; I do not. We will include that infor- 
mation in the letter which we are about to prepare. 

(The information appears at pp. 1932-1935.) 

Mr. Meaper. Your testimony, Mr. Tobin, seems to be clear and 
unequivocal that the Knickerbocker firm continued as broker after 
the acquisition of the propery by the Port of New York Authority, 
uninterruptedly. 

Mr. Tontn. That is my recollection. 

Mr. Meaper. That there was no gap when they did not have that 
account ? 

Mr. Tosin. That is correct. 

Mr. Meaper. Well, in that case, Mr. Tobin, if they had not only had 
the account, and done all the work on it, when the State had the 
property and after you had it, continuing on the same basis, why was 
it necessary to go through this arrangement of canceling a policy 
which they were servicing already, and relieve them from doing the 
work in connection with that policy, and impose it on Mr. Freling- 
huvsen, but let them continue to get the brokerage commission ? 

Mr. Tonin. I think basically because they were handling all of this 
type of insurance for us, and we had great confidence in their engi- 
neering studies and advices as to the proper amount of insurance 
that should be covered, and, generally, Congressman Meader, I think 
simply because we wanted the general services that Frelinghuysen 
would have available—just the same as today Frelinghuysen does a 
tremendous amount of work on all sorts of insurance within our own 
organization of self-insurance that the port authority carries. That 
is part of their job. 


68911 O— 61—pt. 2 20 
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Mr. Meaper. Well, let me read this memorandum again to you, Mr. 
Tobin. It is dated December 20, 1949, and it is initialed “J.S. F., Jr.” 
which I presume, Mr. Frelinghuysen, is yourself; is that correct? 

Mr. FRELINGHUYSEN. Yes, sir. 

Mr. Mreaper (reading) : 

Memorandum of conversation with Mr. Kushell on the Columbia Street Pier 
After considerable discussion the letter to Mallory Stephens was redrafted to 
include only fire, lightning, ECE, including pier and wharf endorsement, op 
the Columbia St. Pier. 

“Five-year premiums total $85,190.56 

An amount of $975,900, in policies dated May 1, 1949, is to be canceled as 
of- 

The CHaAtRMAN. Just a minute. I don’t want any pictures taken, 

Mr. Meaper (reading) : 
and rewritten for a period of years 

These policies will be handled through Knickerbocker Associates as speci- 
fied in Mr. Kushell’s letter. Mr. Bennett is preparing the detailed figures and 
setting them up for cancellation 

I cannot understand why there was any need for cancellation of a 
policy handled and serviced by Knickerbocker Associates, upon which 
they had been performing actual services, and converting to a system 
where that work would be done by Frelinghuysen, but the payment 
for it would be received by Knickerbocker. 

Mr. Hottzman. Would you yield at that point ¢ 

Mr. Meaper. I would like to have Mr. Tobin explain. 

Mr. Tostn. I would have to guess at the whys. I can guess that 
we wondered whether or not there ought not to be more insurance. 
This is a guess. It is 11 years ago. Also—and we would want that 
engineering work done in the regular forms we were used to with 
Frelinghuysen Co., that they would do it. But that, Congressman, 
isa pure guess. I don’t know. I don’t remember. 

Mr. Hottzman. Mr. Frelinghuysen, could the reason, or the answer 
to the question just propounded by Mr. Meader, be that you did in 
fact get an override in connection with the cancellation and change 
of designated brokerandagent? Could that be the reason ? 

Mr. Frevincuvysen. It could be, but not necessarily. 

Mr. Matetz. Mr. Chairman—Mr. Tobin, was there any significance 
to your canceling the brokerage commissions to Mr. Stephens’ firm 
in the year that he left the assembly ? 

Mr. Tosrn. None that I recall. We were then going into the FIA. 
Everything was going into it. 

Mr. Maerz. It was a pure coincidence, I take it ? 

Mr. Tosrn. Pure coincidence that we were changing the whole form 
of our fire and casualty insurance at that time. 

Mr. Materz. Mr. Tobin, who is Thomas Morrison—do you recall 
now ¢ 

Mr. Tostn. I recall] it asa name. I never met the fellow in my life. 
He was an insurance broker, I know. 

Mr. Materz. Anything else? 

Mr. Topsrn. Not the slightest. 

Mr. Matetz. You mean you don't know / 

Mr. Tosrn. I never knew the man. 

The Cuatrman. Mr. Tobin, you became director when / 

Mr. Torry. In 1942. 
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The CHarRMAN. Then for a period, while you were director, this so- 
called patronage multibroker system continued for a period ? 

Mr. Tosrn. Yes, it did, sir. 

The CHAIRMAN. For a period of 10 years? 

Mr. Tosrn. Well, by 1946 or 1947, I think we were well on our way 
to getting rid of that. 

he CHAIRMAN. But you didn’t get rid of it completely until 10 
years had elapsed / 
Mr. Tosrn. No, not completely. 

Mr. Hottzman. Mr. Tobin, I show you this memo, and ask you 
whether you have any recollection of preparing it, or seeing it. 

Mr. Tost. No, I have no recollection of it. But I am not saying 
that—Congressman, upon establishment, or checking the records—I 
am not saying I didn’t. I have no reason to say it. I just don’t want 
tosay I recall a draft. Maybe I can be helpful. The corrections on 
this in handwriting 

Mr. Hottzman. Those are Mr. Frelinghuysen’s. That has been 
established. 

Mr. Topin. Yes. 

Mr. Hottrzman. Mr. Frelinghuysen, do you recall where you got 
that memo from / 

Mr. Fretincuvuysen. I believe, Congressman, I testified before that 
because of the fact that my handwriting is on it, I presume that it was 
drafted in my office. 

Mr. Hotrzman. I see. 

Now, the last paragraph of that letter indicates that renewals of 
this particular policy would be handled in the same or similar manner 
for the ensuing 5 years after the expiration of the policy; is that 
correct ‘ 

Mr. Fre.incuvysen. No, sir, it doesn’t say anything about 5 years. 

Mr. Houtzman. Supposing you read the last paragraph. 

Mr. FRELINGHUYSEN (reading) : 

It is understood that future renewals of this schedule of insurance will be 
handled through Knickerbocker Associates in a similar manner 


But it doesn’t refer to the 5 years. 

Mr. Hotrzman. All right. Now, can you tell us where you got this 
information? Was that suggested to you by the port authority ? 

Mr. Fretincuvysen. I would have to assume so, sir. 

Mr. Hotrzman. You would have to assume so. So that certainly 
after the expiration of the initial policy, it was at that time intended 
tocontinue this arrangement with Knickerbocker for an additional 5 
years; is that correct? At least for one further renewal. 

Mr. Frevincuvysen. I really can’t answer that. 

Mr. Hottzman. Well, now, that memo says that renewals will be 
continued in the same or similar manner with the Knickerbocker 
people, and that presupposes that 5 years would have elapsed, because 
this was a 5-year policy. Isn’t that correct ? 

Mr. Frevincuvysen. Well, sir, you are asking me to testify to 
something that was in the minds of port authority officials, and I 
can’t tell you. 

Mr. Hotrzman. No. I am asking you to interpret what you read 
at that time, and some of which you corrected in your own hand- 
writing. And that does not appear to have been corrected. 
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Mr. FrRELINGHUYSEN. Well, may I see the final version of this letter! 

Mr. Hotrzman. Yes, you may. You have no recollection afte 
looking at that, do you? 

Mr. Fre_incuvuysen. Of what, sir? 

Mr. Hortrzman. You have no recollection as to whether or nog 
Knickerbocker was to continue on the line after the expiration of 
the first 5-year term. 

Mr. FrRELINGHUYSEN. You see, this paragraph has been eliminated 
in the final letter. 

Mr. Hourzman. Yes: I am mindful of that. I am trving to find 
out what you or the authority had in mind when the original memo 
was initialed and changed by yvou—if you can remember. 

Mr. Frev_rncnvuysen. I can’t remember, sir. 

Mr. Hoitrzman. All right. 

Mr. Maerz. Mr. Chairman—Mr. Tobin, do you know how much 
money Mr. Stephens’ firm obtained during the period 1949 to 1959! 

Mr. Tostn. No; I donot. 

Mr. Maerz. Under this arrangement. 

Mr. Tosrn. No. 

Mr. Maerz. Do you know how much he obtained in the period 
1944 through 1949? 

Mr. Tosrn. No. 

Mr. Maerz. Can vou identify Lawrence Tremaine, Inc. ! 

Mr. Tostn. I can’t identify Lawrence Tremaine, but I naturally 
would associate in my mind with Morris Tremaine, who was a dis- 
tinguished comptroller of the State of New York for many vears. 
Maybe that is very unfair. I don’t even know whether he is a relative 
or not. But we had a comptroller of the State of New York for 
many, many years called Morris Tremaine. But this is Lawrence. 

Mr. Maerz. Lawrence Tremaine. Inc., is another firm that was 
getting patronage from the port authority insurance, is that correct! 

Mr. Tosrn. If that list—yes. 

Mr. Materz. John C. Conklin Agency ? 

Mr. Tortn. There is a Conklin agency in New Jersey. I know 
that the fellow that runs it is interested in aviation, and he has been 
in, oh, IT would say, twice to me in the last 10 years about aviation 

matters, and I knew that is his agencv. 

Mr. Marerz. Well, John C. Conklin, Jr., was appointed. as T think 
T have indicated, a member of the State aviation commission of New 
Jersev in December 1946. Does that coincide with your present 
recollection ? 

Mr. Tostn. I know he was on the State aviation commission over 
there, which has no jurisdiction over the port authority. 

Mr. Maerz. Robert LL. Stevens? 

Mr. Torry. I don’t know who he is at all. 

Mr. Maerz. R. A. Corroon ? 

Mr. Tostn. There is a large brokerage firm in New York called R. A. 
Corroon. T don’t know them at all. 

Mr. Maerz. Wasn't there an affiliation between the Corroon (Co. 
and Commissioner Byrnes ? 

Mr. Torntn. There was. I don’t know what it was. IT know Corroon 
was a friend of his. ; 

Mr. Materz. Is that the reason why the Corroon Co. got this 
commission ? 
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Mr. Topin. I haven't any idea. 

Mr. Materz. John R. Rogers? 

Mr. Tostn. John Rogers is an insurance broker in New Jersey. 
That isall I know. I don’t know him. 

Mr. Maerz. Louis Tofte ? 

Mr. Tostn. I never remember hearing that name until I heard you 
read it out today. 

Mr. Matetz. J. W. Clie, 5010 Park Avenue, Weehawken, N..J.? 

Mr. Torn. I never read that name until I heard it today. 

Mr. Maerz. Stephen C. Griffith, Jr., Morristown, N.J.? 

Mr. Tosin. I don’t know him at all, or who he is. 

Mr. Maverz. Frederick E. Rieger, in New York City ? 

Mr. Tosin. I don’t know him at all, or who he is. 

Mr. Meaper. Mr. Chairman—Mr. Tobin, do you happen to know 
what brokerage fee was on this policy we have been discussing, where 
the Knickerbocker Co. got the brokerage fee? 

Mr. Topix. No. But I would ask that question—I would, person- 
ally—of Mr. Frelinghuysen. He knows. 

Mr. Meaper. Well, he didn’t seem to know whether it was 10 or 15 

reent. 

Mr. Tosin. I don’t know, Congressman. 

Mr. Fretincuuysen. This material was all furnished to the com- 
mittee. The schedule of commissions. 

Mr. McCut.ocn. Well, this information you may furnish in that 
letter— 

Mr. Meaper. | just thought Mr. Tobin might happen to know. 

Mr. Frevincuuysen. We will furnish it again. 

The CHatrman. The committee will now adjourn to reconvene at 
230. 

(The information appears at pp. 1932-1935.) 

(Whereupon, at 12:40 p.m., the committee recessed, to reconvene at 
2:30 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Ropino. The committee will come to order. 
Our first witnesses will be Mr. Austin J. Tobin, executive director, 
and Mr. James Doyle, director of finance. 


TESTIMONY OF AUSTIN J. TOBIN AND JAMES DOYLE 


Mr. Goutpstrer1n. Mr. Rodino, yesterday I think it was Mr. Meader 
and Mr. McCulloch, during the testimony of Messrs. Doyle and Olsen, 
wsked for certain information in affidavit form regarding expenses 
incurred by them relating to items which were on the list submitted 
by Mr. Rand. That has be ‘en prepared. It is in affidavit form. 

I would like to submit for the record now the affidavit of James JJ. 
Doyle, sworn to on December 1, 1960, before Daniel Tannenbaum, a 
notary public of the State of New York, and the affidavit of John P. 
Olsen, sworn to on December 1 before Daniel Tanenbaum. 

Mr. Ropino. Mr. Goldstein, may we examine that before we ac- 
cept it ? , 

Mr. Goupsrein. Surely. 
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Mr. Ropino. Mr. Goldstein, may I ask, Have these been given to the 
newspapers already ¢ 

Mr. Gotpstein. As far as I know, no, sir. 

Mr. Meaper. Mr. Doyle, I haven't been able to examine your aff. 
davit completely. It is a seven-page statement. May I ask whether 
or not the items which you have listed in the affidavit as instance 
in which you entertained Mr. Frelinghuysen or some of his associate 
are supported by entries in the books of the Port of New York 
Authority / 

Mr. Doyte. They are not. 

Mr. Meaper. None of the items are / 

Mr. Dorie. You are referring to the one instance when I haye 
represented that I had bought theater tickets and entertained Mr. 
Frelinghuysen / 

Mr. Meaper. Well 

Mr. Dorie. These have been checked against my business diary: 
yes. 

Mr. Meaper. Did you list in this affidavit expenditures made by 
you, either out of your own personal funds or charged to the enter. 
tainment expense account of the New York Port Authority, where 
you entertained Mr. Frelinghuysen or someone in the Frelinghuysen 
organization ? 

Mr. Doyte. I did not entertain Mr. Frelinghuysen. 1 reciprocated, 

Mr. Meaper. But I understood you were going to prepare a list of 
expenditures you had made in that reciproc: al entertainment at your 
expense. 

Mr Dore. My attorney did not understand that was the affidavit 
that I was supposed to file. I believe that affidavit is in accordance 
with the law department’s interpretation of the affidavit I was to file 

Mr. Meaper. All of this affidavit is just your comments on the items 
listed in the various charts where your name was mentioned? Is that 


ll this amounts to? 


\ Dorie. That is correct. 

Mr. Maerz. Mr. Chairman—Mr. Doyle, I think you testified yes 
terday that when you were in London and Paris, on the week of May? 2 
1959, that vou kept splitting tabs with Mr. Frelinghuvsen. W here is 
the evidence of that, sir? 

Mr. Dorie. May I consult with my counsel ? 

Mr. Maerz. You certainly may. 

(The witness conferred with his counsel. ) 

Mr. Doy LE. Repeat the quest ion, please. 

(The question was read. ) 

Mr. Materz. Mr. Doyle, can you remember or can you not / 

Mr. Dorie. I am consulting with my counsel, sir, if you will. 

Mr. Ho.irzmMan. To help you remember, Mr. Doyle, is that the rea 
son for consultation ? 

Mr. Gotpsterx. Mr. Holtzman, they were up until 4 o'clock this 
morning to get this affidavit— 

Mr. Hourzman. Yes, Mr. Goldstein, I understand. 

Mr. Goupstern. For the record, Mr. Chairman, may the record 
show that the gentleman sitting to the left of Mr. Doyle is Patrick 
Falvey, of my staff ? 

Mr. Ropino. The record will so note. 
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Mr. HottzmMan. For the record, does Mr. Falvey have any independ- 
ent recollection of the items that we are talking about ? 

Mr. Falvey, do you have any such recollection ? 

Mr. Farvey. Do I have any independent recollection 

Mr. Hotrzman. Of your own? 

Mr. Fatvey. No. 

Mr. Hottzman. All right. That isan answer. 

Mr. Fatvey. I was available to consult with Mr. Doyle in the course 
of preparing this affidavit. 

Mr. Roprno. Mr. Doyle. 

Mr. Dorie. Yes, sir. 

Mr. Maerz. Where is the evidence, sir? 

Mr. Dorie. The amounts as shown in that affidavit were taken from 
my expense account, and Mr. Olsen’s expense account, submitted to 
the port authority. 

Mr. Maerz. Where is the evidence that you split the tabs in London 
and Paris the week of May 2, 1959, with Mr. Frelinghuysen ? 

This affidavit has : sbatlizets waren to do with that. 

Mr. Dorie. May I consult with my attorney ? 

Mr. Maerz. Yes, sir. 

Mr. Doyie. What do you mean by “split,” sir? 

Mr. Materz. You testified yesterday, as T recall, that Mr. Freling- 
huysen would pay for one night, or you would pay in the afternoon, 
and then Mr. Frelinghuysen would pick up the bill for the next night. 

And I recall] that vou specifically testified, after the table was intro- 
duced, showing that Mr. F relinghuyse ‘+n had paid for your hotel room, 
had paid for an evening in Paris, you testified that you had paid for 
some bills. 

Now, I am looking for evidence of the bills that you paid for. 

Mr. Dorie. I am telling you, sir, and T will tell you again, as I 
told you yesterday, that with respect to the luncheon in Paris, T paid 
forthat personally. 

Mr. Maerz. For the what ? 

Mr. Dorie. I paid for that personally, my own personal cash funds. 

Mr. Marerz. Do you have a check ? 

Mr. Dorie. No, I do not have a check. You do not pay with checks. 

Mr. Maerz. You do not? 

Mr. Dorie. No, not when you are walking around with French 
franes in your pocket. 

Mr. Roptwo. Mr. Doyle—however, this affidavit is not an attempt to 
explain the policy that you have adopte d of reciprocating for lunches, 
is it? 

Mr. Doytr. No, it is not. That addresses itself with respect to 
many of the items in which I denied being present yesterday. 

In addition, it offers support which ean be supported from my 
records, personal records, as to the expenditures I made on the same 
nights when it is alleged that I was entertained. 

Mr. Meaper. Mr. Chairman, I would like to read from page 771 of 
yesterday's transcript. 

Mr. Ropino. Is there any objection to accepting the affidavits in the 
record ? 

Mr. Mraper. Well, the statement is not responsive— 

Mr. Roptno. They will stand for what they are. 
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(The affidavits referred to appear at pp. 1502 and 1508.) 

Mr. Meaper. The statement is not responsive to the colloquy that 
I had with Mr. Goldstein yesterday, which I would like to read 
before this matter is settled. 

Mr. Roprno. Go ahead. 

Mr. Meaper (reading) : 

Mr. GoLpstern. You will recall, Mr. Chairman, that in answer to Congress. 
man Meader’s question before, he asked, I think, whether Mr. Doyle wong 
be willing to submit a statement with respect to these items which are labeled 
on the exhibit here as entertainment expenses and gifts to Mr. Doyle. 

And I think then Mr. Doyle responded that he would submit such a statement 
for the committee. And he will do that 

Mr. MEADER. Not only that. Mr. Doyle said he reciprocated—that every time 
Mr. Frelinghuysen entertained him, he entertained Mr. Frelinghuysen. 

I asked him if he did not want to give us a documented list— 

Mr. Gotpste1n. He will include that in his list, and the committee will have 
that. 

Mr. Chairman, the record now stands—and the reason I raige 
this question is there were certain documented items of enter. 
tainment prepared by or analyzed by Mr. Rand and included in our 
record, and Mr. Doyle’s defense to that was that this was just a 
matter of Mr. Frelinghuysen’s expenditures, but he, Mr. Doyle, either 
out of his own funds, or out of port authority funds, had reciprocated 
this entertainment business. 

Now, I thought the answer ought not to be let stand in a gen- 
erality like that, but that if it were the case, that it would be easy 
for him to go to port authority records, and Mr. Tobin said yester- 
day they were available for that purpose, to find out what he spent 
entertaining Mr. Frelinghuysen. 

This list, which he has prepared here, is simply further criticism 
of the committee’s document, or the document in the record prepared 
by Mr. Rand, and does not list, so far as I have been able to see, any 
instance of expenditure by Mr. Doyle, either out of port authority 
or Mr. Doyle’s own personal funds in entertainment of Mr. Freling- 
huvsen or his associates. 

Mr. Roptno. I agree with you. 

I think Mr. Doyle has already testified that this is not an explana- 
tion in support of that statement that he made, and it is not responsive, 
of course, to that question. 

I believe that you are aware of that, are you not, Mr. Doyle? 

In other words, when Mr. Meader is questioning- 

Mr. Doyie. May Mr. Falvey answer for me, please, Mr. Chairman! 

Mr. Farvey. Mr. Chairman, particularly Mr. Meader, I should 
like to explain what counsel I gave to Mr. Doyle in connection with 
preparing this affidavit into the wee hours of the morning. I told 
him that we simply did not have time to do a comprehensive, fully 
detailed statement of the facts with respect to all the allegations set 
forth in the committee compilations. I did say that consistent with 
his testimony, we would document his statement that on occasions 
he did reciprocate with Mr. Frelinghuysen in connection with busi- 
ness luncheons and in connection with the very limited entertain- 
ment that took place. And T call your attention particularly to 
paragraph No. 7 on page 6, in which, in great detail 


Mr. Meaper. Which item? 
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Mr. Fatvey. Paragraph 7, page 6, Congressman—the purport of 
which is that on a strictly social occasion Mr. Frelinghuysen spent 
$75 in connection with dinner, tips and taxis at the Cote Basque, 
and on that same occasion Mr. Doyle expended $73.10 out of his own 
funds. : ; 

Now, I think that that is responsive to your request, if not in toto, 
certainly in part, and it certainly is completely consistent with Mr. 

Doyle's testimony yesterday, as I understand it. 

Mr. Meaper. Well, then—— 

Mr. Fatvry. I might also say, Mr. Chairman, and Congressman 
Meader, that as I prepared the affidavit, I did not have the advantage 
of having before me the complete transcript of the testimony, so I 
made no effort to coordinate this affidavit with the actual testimony. 
[am certain that Mr. Doyle will stand by his testimony in every 
detail. 

This affidavit is not submitted for that purpose. If you seek fur- 
ther affidavits with respect to every detail of Mr. Doyle’s testimony, 
[ will be glad to work until 4 o’clock this morning to do my best to 
produce it. 

Mr. Meaper. Mr. Doyle, counsel has called attention to petsenes 
Tof your affidavit relating to an evening with the Frelinghuysens at 
the theater, and I guess cocktails and dinner. That is the only specific 
item of your reciprocal entertainment of Mr. Frelinghuysen men- 
tioned in the affidavit, is that correct ? 

Mr. Doyie. May I consult my attorney, sir? 

Mr. Ropino. You may. 

Mr. Fatvey. Well, Congressman, I am not attempting to testify, 
believe me. I just want to point out something. Throughout the 
proceeding there has been some disagreement among the lawyers for 
the committee, and among our witnesses and ourselves as to exactly 
what is meant by entertainment. If you construe entertainment the 
way we construe entertainment, then paragraph 7 is the only portion 
of the Doyle affidavit devoted to entertainment. 

Mr. Roptno. But did you not say— 

Mr. Fatvey. We do not consider business luncheons as entertain- 
ment. 

Mr. Ropino. But did you not say awhile ago that you really have 
not had—and this is your statement—sufficient time within which to 
= fully a statement which would be responsive to the request 
made by Mr. Meader yesterday, which was directed to that portion 
of the inquiry dealing with Mr. Doyle’s reply to some questions as 
tohis reciprocating by paying for luncheons? 

Mr. Farvey. Well, Congressman, it probably in part is my fault. 
[thought I had a clear understanding that it was Congressman Me- 
Culloch who had requested that affidavit, and I didn’t think that his 
request pertained toevery item. I thought that he simply wanted some 
further statement from Mr. Doyle under oath with respect to what he 
had so extensively stated under oath here yesterday. That was my 
purpose. 

As I say, item 7 does specifically relate to entertainment, and would 

responsive to Congressman Meader’s question, except that Mr. Doyle 
can’t say that it is the only item relating to entertainment until he 
knows what is meant by entertainment. 
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As I understand it, entertainment—item 7 would be the only thing 
here referable to entertainment, yes, sir. 

Mr. Dorie. Mr. McCulloch, may I say this. Last evening what we 
consulted with reference to this was my business diary, my personal 
checkbook, my port authority expense account. And to the exten 
there was a limited time available, it was made available to Mr. Falvey. 
with the full belief that he was being responsive in submitting this 
affidavit. 

Mr. Meaper. In your tcstimony, there are two specific instances 
where you made expenditures for entertainment purposes. One jg 
mentioned in item 7 of your affidavit, and the other is your testimony 
that you picked up the luncheon check at the Eiffel Tower Restaurant 
in Paris, is that correct? There are two specific instances. Are we 
to assume that those are then the complete list of-—— 

Mr. Dorie. I might add all through the rest of the trip. 

Mr. Meaper. The London trip ? 

Mr. Dorie. Most assuredly—and any other time. 

Mr. Hottzman. You considered that luncheon entertainment, ap- 
parent ly—— 

Mr. Doyte. I did not consider that luncheon as entertainment. 

Mr. Houitzman. You itemized it in your affidavit as an instance 
where vou picked up the tab? 

Mr. Dorie. What luncheon are you referring to? 

Mr. Hoitzman. I am talking about this luncheon item in your 
affidavit. 

Mr. Dorie. At the Eiffel Tower Restaurant ? 

Mr. Hoitzman. Wherever it was. 

Mr. Fatvey. Congressman, I ask if you appreciate my difficulty in 
trying to prepare the affidavit—— 

Mr. Roptno. Mr. Falvey, just a minute, please. This is Mr. Doyle's 
affidavit. 

Mr. Fatvey. It is, sir. But we are talking now about what is meant 
by entertainment. 

Mr. Hottrzman. You tell me. Is a luncheon now considered enter- 
tainment or is it not ? 

Mr. Fatvey. I don’t know, sir. 

Mr. Hortzman. You just said a moment ago that you had assumed 
that a luncheon was not in that category, did you not / 

Mr. Fatvey. I said business luncheons were not in that category. 
Included in the Paris trip, for which there is a total of Mr. Doyle’ 
expenses set forth, were business luncheons conducted during a week 
when they were in London, talking with insurance people in London. 
Also included in the $640 item, I believe, would be the Eiffel Tower 
luncheon—which is questionable, in my mind, I am not sure about it. 
There might be another item that was not incurred strictly in the 
course of business. That is the only point I am making, sir. Sol 
can’t make a sharp distinction. 

Mr. Hottzman. You are going to break that rubber band if you 
stretch these interpretations that far. . 

Mr. Roptno. Mr. Doyle, isn’t it a fair statement that this affidavit 
of yours represents further explanation or an attempt to refute the 
items that were contained in the sheet on which you were queried 
yesterday, and is not actually responsive to the request made by Mr. 
Meader 
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Mr. Dore. It was intended to be responsive to Mr. Meader’s 
question. pnb 

Mr. Roptno. Mr. Meader, I recall, did direct his question to 
this phase, and it was your statement that you reciprocated insofar 
as ]uncheons were concerned. 

Now, I think—— 

Mr. Dorie. Not all of the examples, Mr. Chairman 

Mr. Roprno. This is where the difficulty lies. I have had no diffi- 
culty, and I think, none of the members have had difficulty with that 
statement as an explanation, an attempt at an explanation. None- 
theless, we have got to take the position that this is not responsive 
tothe request made yesterday. 

Mr. Dorie. May I ask, Mr. Chairman, what else the committee 
would want ? 

Mr. Maerz. I think the record should show Mr. Doyle is flanked 
by Mr. Goldstein, Mr. Tobin, Mr. Goldberg, and Mr. Falvey. 

‘It is not a fact that you were delivered two copies of the transcript 
of yesterday morning's session, running theoush approximately the 
middle of Olsen’s testimony, at the end of yesterday’s session ? 

Mr. Fatvey. Yes, I would say so. 

Mr. Maerz. That was about 5 o’clock yesterday afternoon? 

Mr. Fatvey. No, I would not say 5 o’clock, Mr. Maletz. 

Mr. Materz. Five-thirty ? 

Mr. Fauvey. A little later than that. 

Mr. Matetz. Five-forty-five? 

Mr. Fatvey. No. 

Mr. Macetz. Six o'clock? 

Mr. Fatvey. Maybe 6, 6 :30. 

Mr. Maerz. All right. 

Mr Doyle, the record indicates— 

Mr. Fatvey. Are you finished with me, Mr. Maletz? 

Mr. Materz. Mr. Doyle, could you answer the questions yourself, 
because this is your recollection, and nobody else’s. 

Mr. Fatvey. Might I say 

Mr. Materz. No; you may not. 

Mr. Meaper. Mr. Chairman—Mr. Doyle, I raised this question to 
give you an opportunity to support your general statement that where 
Mr. Frelinghuysen had entertained you, you had entertained him back. 

Your affidavit and your testimony show that on two occasions 
you entertained Mr. Frelinghuysen—one as set forth in paragraph 
(of your affidavit, and the other as set forth in your testimony that 
you picked up a check at the Eiffel Tower Restaurant in Paris. 

By the way, do you happen to recall the amount of that check? 

Mr. Doyte. I have an idea it was over $50. 

Mr. Meaper. Now, on the record, if this affidavit is accepted, then 
that makes a complete record, that shows two instances where you 
reciprocated in entertainment. 

And it shows no further ones. 

Do you want to let the record stand that way ? 

Mr. Dorie. No. 

To the extent there is any further affidavit, any additional material 
which this committee would like, I would be happy to submit it. 

Mr. Ropino. Mr. Doyle—— 
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Mr. Maerz. May I suggest-—— 

Mr. Ropino. Just a moment, Mr. Counsel. 

Mr. Materz. Mr. Doyle is capable of testifying himself, withoy 
Mr. Tobin’s help. 

Mr. Tosin. It is clear to me—Congressman Meader is trying to 
help the witness. The witness is trying to get clear. 

And I understand what Congressman Meader wants, and I was 
just telling him what I think—— 

Mr. Hoitzman. Do you not think, Mr. Tobin, Mr. Doyle is intellj. 
gent enough to understand what the chairman wants / 

Mr. Tostn. He is being cross-examined by four or tive people, and 
I do not wonder he is a little bit confused. 

What Congressman Meader is asking is very simple to me. 

Mr. Ropino. Mr. Tobin, just a moment. 

I think that we are trying to get at this, and possibly with so many 
questions being directed, it may ‘be that he m: ry be confused. 

But this is his own statement. 

Now, Mr. Meader made a very plain statement here now as to 
whether or not, if those are the only two items 

Mr. Dorie. No; they are not. 

Mr. Roprno (continuing). That he reciprocated, does he want the 
record to stand that way / 

Mr. Doyie. No; I do not. If what Mr. Meader is interested in is 
a full and complete delineation of each and every instance on whieh 
I have reciprocated with Mr. Frelinghuysen, I will be glad to submit 
it. Isthat what you wish / 

For what period of time / 

Mr. Ropino. That is perfectly all right, and we will be glad to have 
that statement. 

Mr. Doy.e. I presume, Mr. Chairman, that you would like that for 
the period 1959 and the latter part of 1960, or through 1960, 

Mr. Meaper. I would think it should cover the same period where 
Mr. Frelinghuysen is shown to have entertained you. 

Mr. Doy.e. IT would be delighted to do so. 

Mr. Ropino. All right. 

Inthe meantime, we will accept these stateme for the record. 

(The statements referred to appear at pp. 1502 and 1508. Subse- 
quently, on April * 1961, Mr. Doyle submitted an additional affidavit, 
which appears at p. 1495.) 

Mr. Matetz. Mi . Doyle, I believe you heard the testimony this 
morning of the c ee for the Frelinghuysen Corp., who testified that 
the Frelinghuysen concern expends about $2,400 a year on picking 
up tabs—— 

Mr. Doyir. I am sorry; I was out of the room when that testimony 
Was given. 

Mr. Maerz. He did so testify. About $2,400 a year, and for the 
past 3 years, based on that, the total expenditure by the Freling 
huysen concern would have been about $7,200. 

For the past 21 months, on that basis, you would get a figure of 
»bout $4,000 or $4,100, 

When did Mr. Frelinghuysen first begin picking up the tabs for 
business luncheons with you? 
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Mr. Dorie. Mr. Frelinghuysen and I have exchanged business 
luncheons ever since I have been in charge of the insurance program 
ofthe port authority. 

Mr. Materz. That is, when you first got to know hin, sir ¢ 

Mr. Doyie. I knew him when I was ‘deputy comptroller of the port 
authority. 

Mr. Maerz. In that position, you had some responsibility for the 
insurance program / 

Mr. Doyie. Not directly. 

Mr. Maverz. Let us take the week of May 2, 1959, where, as 
the record indicates, Mr. Frelinghuysen picked up checks running to 
about $700. 

[hope that you will not regard that as a misstatement. About $700. 

You now recall that you picked up a restaurant check at the 
kifel Tower for—was it $50/ Do you recall picking up any other 
check that week / 

Mr. Dorie. Yes. 

Mr. Macerz. Tell us about it. 

Mr. Dorie. Excuse me a moment. 

Mr. Maerz. You do not have to consult with counsel, sir. 

Mr. Gotpsrein. Oh, Mr. Maletz, do not shout at him, please. 

Mr. Maerz. Mr. Goldstein, this witness is being asked to testify- 

Mr. Ropino. Mr. Counsel, just a moment. 

Mr. Goupnerc. I was saying it would help him to have this table in 
front of him. 

Mr. Doyite. What I have said with reference to these amounts as 
submitted from your auditors, from Mr. Frelinghuysen’s books, yes- 
terday, was that I had no knowledge of the basis on which Mr. Fre- 
linghuysen submitted his expense accounts. 

Mr. Mauerz. I am not asking you that. Can you not answer a 
question directly ? 

The question is this: 

The week of May 2, 1959, what bills did you, yourself, actually 
pick up when you had luncheon or dinner or went to theaters or 
dit debe. where you were joined by Mr. Frelinghuysen ¢ 

What bills did you pick up / 

Mr. Doyir. Well, personally, I can offhand recollect, without ref- 
erence to my official port authority records, that on the evening of, 
[believe it was May 2, I entertained Mr. Frelinghuysen. 

Mr. Maerz. Where / 

Mr. Dorie. In London. 

Mr. Maerz. Where? 

Mr. Dorie. I do not believe that is essential to this. 

Mr. Ropino. Mr. Counsel, I think we are going a little too far 
tield now here. Mr. Doyle has already stated that he is going to 
seply this for the record. He stated that he cannot remember. 

r. Maerz. Do you want to let your testimony stand that the 
week of May 2, you picked up total bills of $50 at the Eiffel Tower? 

Mr. Dove. I will say this, Mr. Maletz. 

During that week I matched expense for expense with Mr. Freling- 
luysen. I have no knowledge of what Mr. Frelinghuysen’s $700 
here is supposed to represent. 

Mr. Materz. You remember going to these nightclubs and dinners 
ind soon, do you not ? 
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Mr. Dorye. I told you yesterday that with reference to the London 
trin we were alternating with respect to checks. 

Mr. Marerz. The fact is, Mr. Doyle, is it not, that you did not 
pick up any checks ? 

Mr. Dorrie. The fact is entirely incorrect, and you are wrong. 

Mr. Maerz. Well, tell us about the checks you picked up / 

Mr. Ropino. Just a moment, Mr. Counsel. 

Mr. Doyle, in view of the fact that you now are stating that you 
matched check for check, in view of the fact that you are stating that, 
are you able to recall now that you did match check for check, and 
can vou so testify ? 

Mr. Doyte. I have indicated to this group that it has always been 
my practice with respect to Mr. Frelinghuysen, no matter when we 
have been traveling together, that we have matched check for check. 

We did not do it by taking each check and splitting it down the 
middle and each paving half of the bill. What we have always 
attempted to do is, if one picked up the check on one occasion, on 
the successive occasion it was picked up by the other. 

Mr. Roptno. In other words, if a check for $700 had been picked up 
by Frelinghuysen, that would be matched by what you say was a 
check for $50? 

Mr. Doyte. I have no knowledge of what constitutes the so-called 
$700 that vou are talking about. 

Mr. Roptno. Well, let us assume—is that correct ’ 

Mr. Maerz. Yes,sir. Iam not going to run down this list again. 

And I think Mr. Doyle recalls that list very, very vividly indeed; 
do you not, Mr. Doyle? 

Mr. Dorie. I donot. 

Mr. Materz. Mr. Doyle 

TheCnatrmMan. All right, we will let it stand that he does not, 

Mr. Marerz. All right, sir. 

May 2, dinner at the Reserve Hotel, $56. 

Dinner at hotel, May 4, $56. 

Dinner in London, $28. 

Late supper, London, $64. 

Late supper - 

Mr. Hourzman. Let us have the dates. 

Mr. Maerz. May 5, sir, $64. 

Late supper, London, $25. 

Late supper, London, $23.08. 

Dinner at Continental Hotel, Paris, $15.60. 

Mr. Houttrzman. Dates, please. 

Mr. Doyte. I have no knowledge of how or what 

Mr. Maerz. Did you pick up the checks for any of these ? 

Mr. Doyie. I have only told you what the practice was, sir. T have 
not made any reference to either the $700 in total expended by Mr. 
Frelinghnysen, because I have no knowledge of how he expended that 
or what the specific instances that he, in his records, has set forth that 
he presumably represents with this money. 

Mr. Maerz. All lam trving to do is obtain from you- 

Mr. Dorie. I know what vou are trying to do. 

Mr. Maerz. I do not think you do. 

Mr. Dorie. Yes, I do. 
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Mr. Maerz. I am sure that you do not. I am trying to ascertain if 
you have any recollection now, and if so, tell us, of what bills you 
picked up for entertainment in London and Paris. <A very simple 
uestion. 

Mr. Dorie. I willsay this. On the alternate occasions—— 

Mr. Maerz. Tell us about specific bills. 

Mr. Roptno. Let him answer the question. 

Mr. Dore. I will just repeat what I have said previously. On every 
specific occasion we did not split each check down the middle. What 
we did was to take alternate occasions. For instance, one item I recol- 
lect very vividly—with reference to the dinner at La Reserve Restau- 
rant. All I can say is that I am not sure that night whether I picked 
up the dinner check or whether I picked up the entertainment check. 

I do know specifically, and I can refer you to the restaurant at which 
weate on Sunday night, at which I picked up a check. 

Mr. Materz. How much was the check ? 

Mr. Doyie. We had other people in the party. 

Mr. Maerz. How much was the check / 

Mr. Dore. $120. 

Mr. Maerz. You picked up the check / 

Mr. Doyte. Yes. 

Mr. Maerz. Where was that ? 

Mr. Doyie. It was in London, sir. 

Mr. Matetrz. Where in London / 

Mr. Dorie. Cunningham’s Restaurant. 

Mr. Maerz. When was that ? 

Mr. Doyir. That was on the third, I believe. 

Mr. Maerz. May 3. Isee. You paid the bill on May 3? 

Mr. Dorie. Yes: and it so happens that I have the bill to support 
that. 

Mr. Maerz. That is what we are looking for, that kind of evidence. 
Will you submit the bill now ¢ 

Mr. Dorie. I do not have the bill in my possession here. 

Mr. Roptno. Will you submit the bill ? 

Mr. Doyie. I shall submit an affidavit to that effect. 

Mr. Marerz. You just said you had the bill. 

Mr. Dorie. I do not have possession of the bill. 

Mr. Marerz. You just said you had the bill. 

Mr. Dorie. I said the bill is available to me, but I do not have pos- 
session of it. 

Mr. Hourzm in. Who does, if you know ¢ 
Mr. Dorie. The Port of New York Authority. 

Mr. Hourzman. Would that be a bill, then, that the Port of New 
York Authority picked up the check for? 

Mr. Doy Le. That is correct. 

Mr. Hottzman. That would not, therefore, be anything that you 
personally expended in reciprocity to Mr. Frelinghuysen’s generosity 
to you, would it ? 

Mr. Doyie. That iscorrect. I have never alleged that. I have main- 
tained that I picked up, as a personal expense, the evening at the Lido, 
and the restaurant, in Paris. 

Mr. Marerz. All right. Let us go down the list. Just a few items. 


Mr. Doyte. Incidentally, as I said, that $120 included other people 
besides. 
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Mr. Maerz. But the port authority picked it up! 

Mr. Doyie. Yes. 

Mr. Maerz. May 4, dinner, theater tickets, and so on, $56. Jp 
what. manner did you reciprocate ¢ 

Mr. Dorie. Again, I have no specific knowledge of the items Mr 
Frelinghuysen has put on his books as a legend. 

Mr. Materz. All right, sir. 

Mr. Doy.e. I hardly see how, though, if you wish to look at that 
item, that we could have had dinner, theater tickets, a late supper, 
entertainment, taxis, and gratuities, for $56. 

Mr. Ropino. Mr. Doyle, do you not explain that in your statement! 

Mr. Dorie. My statement—— 

Mr. Roptno. No, I mean now, when you raise that question. Yoy 
said you do not see how dinner could have amounted to that much, 

Mr. Doy.e. I can very easily make reference to that. 

Mr. Maerz. I take it that was a penurious evening. 

Mr. Roprno. Strike that. 

Mr. Marerz. May 5. Late supper, entertainment, taxis, gratuities 
in London, $64.40. 

Mr. Dorie. Mr. Maletz, I would also to make reference here. You 
will note that there are many luncheons and dinners which, through 
a week, do not appear as an item claimed by Mr. Frelinghuysen. 

Mr. Maerz. Let us get to the $64.40, Mr. Doyle. 

Mr. Dorie. I have no knowledge of what this item is intended to 
cover. But it is very possible that I picked up dinner that evening, 

Mr. Maerz. You do not have any recollection of that / 

Mr. Dorie. I donot. As of the moment—until I check my records 

Mr. Maerz. Would that be a personal expenditure, or a port 
authority expenditure / 

Mr. Dorie. You will note that on the sixth Mr. Frelinghuysen has 
no meals listed for the whole day. Except for a late supper at $25. 

Mr. Ropino. Mr. Doyle, that is not the question. We just puta 
question to you. Was that a personal expenditure on your part? 

Mr. Dorie. Was what a personal expenditure / 

Mr. Ropino. You replied to the other, I think. in the affirmative 
again, believing that you had reciprocated. I am asking you whether 
that was a personal expenditure / 

Mr. Doyir. No. I reciprocate on a business basis as well as ona 
persona! basis. 

Mr. Ropino. Was this a business basis / 

Mr. Dorie. It could very well have been. 

Mr. Hottzman. You donot know now / 

Mr. Dorie. Not without reference to my expense account. 

Mr. McCunvocu. And we are going to have that reference in due 
course, and it will cever all those matters / 

Mr. Doyie. I understand, Mr. McCulloch, that you would like sub 
mitted to this committee a detailed affidavit supporting what I have 
indicated in this affidavit. That will all be set forth. 

Mr. McCciiocu. That is right. We would like to have the fal 
record so that you will be completely protected. We do not wants 
partial record written, whether it helps or hurts you. And we would 
be very happy to have you and all officials of the port authority @ 
operate, in order that we may have a complete record. 





el i, ee alee 





In 


ties 


You 


ugh 


d to 


ing. 


port 


has 
5. 
it a 


tive 


ther 


ma 


full 
nt a 
ould 


| C0 


ee eee 


PORT OF NEW YORK AUTHORITY 1469 


Mr. Dorie. Well, I will be very happy to submit it . 

Mr. McCutiocn. It will make us happy, too. 

Mr. Materz. Mr. Chairman, just two more items, if I may. 

May 7, late super and entertainment, taxis and gratuities, in Lon- 
don, Doyle, Olsen, $288. Do you have any recollection of reciprocat- 
ing for that check, or series of checks ? 

Mr. Dorie. Again, I have no knowledge of what Mr. Frelinghuysen 
has indicated on his expense account in the amount of $238. 

Mr. Hotrzman. Mr. Doyle, this question is whether you have any 
recollect ion—— 

Mr. Dore. I will have to refer to my expense account, and I have 
said I will submit a detailed affidavit supplementing my affidavit. 

Mr. Ropino. All right, Mr. Doyle. 

Mr. Singman. 

Mr. Sincman. Mr. Chairman—Mr. Tobin, I should like to turn 
toa series of questions on the long-term financing program of the port 
authority, and I would suggest that perhaps Mr. Doyle could remain 
at the table and help give us some answers to some of these questions. 

First, Mr. Tobin, I believe earlier this week you testified that in 
your opinion the port authority could continue to exist and operate, in 
your opinion, without Federal consent to any interstate compact 
seablishing such an agency, is that correct ? 

Mr. Tostn. That is correct. 

Mr. Sineman. Insofar as the long-term bond flotation program of 
the port is concerned, would not the withdrawal of Federal consent 
seriously jeopardize the marketability of such bonds with your bond 
purchasing syndicates / 

Mr. Toptn. No, it doesn’t add anything to it, so I don’t think it 
would jeopardize it any way. There is no suggestion of Federal credit 
whatsoever in the consent to the compact. 

Mr. Stneman. Perhaps you misunderstood my question. It was 
not intended to imply that there is any Federal credit. But I believe 
on Monday you said that perhaps any reliance by the port authority 
upon congressional consent may have stemmed from advice given by 
bond counsel. And I am asking whether such Federal consent is 
necessary in order to insure the marketability of port authority bonds. 

Mr. Torin. It is a convenience. But you could accomplish—the 
only question would arise is the question that the bondholders would 
want answered as to whether or not whatever the particular type of 
agreement or compact was, whether it did or did not require consent 
under the compact clause. That could be resolved just as well for 
financing purposes by a declaratory judgment. 

Mr. Sincmaw. Is it fair to state that the port authority's potential 
for growth and prosperity is dependent largely upon its long-term 
borrowing program ? 

Mr. Tonin. Well, I think the port authority’s potential for the 
continued development of the public terminal and transportation 
facilities of the port area is dependent upon the revenues from the 
facilities, backed up by the general reserve funds and the other 
reserve funds. 

Mr. Stneman. But, of course, it wouldn’t be possible to improve 
the existing facilities, or build new facilities, or develop the facilities 
without a long-term borrowing program, isn’t that right ? 

68911 O—61—pt. 2—— 21 
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Mr. Tosin. For that or any other capital program, you have to 
borrow long-term bonds. 

Mr. Sincman. Therefore, is it not true that its potential for growth 
and prosperity is ey. in large measure at least on the long-term 
borrowing program ¢ 

Mr. Tosrn. And that is dependent upon the flow of its revenues and 
its reserves, 

Mr. Stneman. Hasn't that long-term borrowing program resulted 
in the borrowing of over $1 billion during the last 35 years? 

Mr. Torn. I think it is nearer to $1,500 million. 

Mr. Sincman. Between 1926 and 1931, long-term borrowing by the 
port authority was accomplished through the issuance of a series of 
individual facility bonds, isn’t that correct ? 

Mr.Tosrn. Up to 1931, individual facility bonds; yes. 

Mr. Sineman. I direct your attention, Mr. Tobin to a table prepared 
by the subcommittee staff, listing port authority facility bonds, series 
A through E, issued from 1926 through 1931, for the Arthur Kill 
Bridges, the George Washington Bridge, the Bayonne Bridge, the 
Port Authority Building, or Inland Terminal No. 1, and the Holland 
Tunnel. 

Is this chart an accurate representation of the port authority's early 
borrowing program ? 

Mr. Tosrn. Did you take it from official statements / 

Mr. Stncman. Yes, sir; I hope it is accurate. 

Mr. Tosrn. We will assume it is accurate, then, if you took it from 
those statements. 

Mr. Stneman. Is it correct that in the 6 years between 1926 and 
1931, the port authority issued $142 million in long-term bonds? 

Mr. Tontn. Yes; that is correct. 

Mr. Stnoman. On an individual basis? 

Mr. Tostn. That is correct. 

Mr. Stneman. I would like to offer that chart for the record, Mr. 
Chairman. 

Mr. Roprno. It will be accepted. 

(The document referred to appears at p. 1510.) 

Mr. Stroman. Each of this series of bonds was to be paid out of 
and secured by only those revenues from the particular facilities to 
which the bond was issued ; isn’t that correct ? 

Mr. Tosin. That is correct. 

Mr. Stroman. By 1930, wasn’t the port authority in serious 
financial trouble because of failure of the Arthur Kill Bridges to pro- 
duce their expected revenues? 

Mr. Tontn. It was very nearly bankrupt. 

Mr. Stneman. And did not failure of revenue cause an imminent 
default by the port authority in series A bonds? 

Mr. Tosrn. I don’t know about imminent default on that. I know 
that the financial situation at that time was most worrisome to the 
port authority commissioners at that time, and to the two States, as 
their action—the action they took indicates. 

Mr. Stneman. I would like to read very briefly from a report sub- 
mitted to the New Jersey Joint Legislative Committee, appointed 
pursuant to Senate concurrent resolution introduced March 11, 1940— 
a report submitted by the Port of New York Authority. 
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On page 68 this report reads: 

In 1930, it looked as though the authority were headed for a default, as the 
chart on page 70 shows, 

Now, at that point, did not the Port of New York Authority advise 
the States of New York and New Jersey to place the Holland Tunnel 
under the control and management of the port authority 

Mr. Tosin. Let’s not quibble about the word advise. Certainly 
those were the discussions that went on—very serious prolonged dis- 
cussions. I was not a party to them at that time. But there were 
discussions between the two States and the port authority over what 
they were to do about the situation, and out of that came the transfer 
of operating responsibility of the Holland Tunnel to the port author- 
ity to do two things—to save that financial situation at that time, and 
also to prov ide the credit base by which the authority, as the agent of 
the two States, could go forw: ard with the construction of the badly 
needed Lincoln Tunne I at that time. 

And so the two States, having some $50 million in bonds outstand- 
ing at that time for the Holland Tunnel—they were not bonds—one 
State had $24 million out, and the other had paid for it out of rev- 
enues, An arrangement was made under which the port authority 
raised $50 million in bonds, backed by the pledge is the revenues 
of the Holland Tunnel, and under the joint bridge and tunnel statutes 
of that date, the two States—they embodied the general understanding 
that the port authority also would go forw: ard on that credit base 
with the construction of the Lincoln Tunnel. 

Mr. Sincman. We are going to get to those additional steps, Mr. 
Tobin, - just a minute. 

But, because of the complexity of this early history, I would like 
to develop it point by point, so thi at it doesn’t get too con fused. 

Then the port authority was given full ownership of the Holland 
Tunnel in exchange 

Mr. Tonin. No, the States retained title of the Holland Tunnel, 
and they have title of the Holland Tunnel today. 

Mr. Sincman. Yes. It was given full operational authority over 
the Holland Tunnel in exchange for $50 million in series E port au- 
thority bonds, isn't that correct at least initially ? 

Mr. Tosin. It sold the bonds and paid the States the $50 million 
in cash. 

Mr. Sincman. This move permitted the port authority to off- 
set the deficits of the Arthur Kill Bridges with the profits from the 
Holland Tunnel, isn’t that correct ? 

Mr. Tonin. Well, the revenues from the Holland Tunnel. 

Mr. Sincman. Net revenues / 

Mr. Torin. Net revenues of the Holland Tunnel. 

Mr. SincMAN. To c: arry that plan out, did not the States of New 
York and New Jerse J then enact the bridge tunnel unification act of 
1931, which permitted the port authority for the first time to com- 
mingle the revenues of all bridge tunnel facilities into a general fund 
for the payment of debt service on all outstanding bonds ? 

Mr. —— That is correct—and future issues of bonds. Mr. Gold- 
berg notes the ‘re were two separate statutes involved in that oper: ation. 

Mr. Sincman. Yes. But I was talking for the moment about the 
bridge tunnel unification act of 1931. At the same time, didn’t the two 
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States enact a general reserve fund act requiring the pooling of qj) 
surplus revenues from all facilities into a general reserve fund equal 
to 10 percent of the face value of all outstanding port authority bonds 
legal for investment ? 

Mr. Tosrn. Yes; that istrue. And, incidentally, and as a matter of 
interest, there had been an opinion, in addition to our own genera! 
counsel’s opinion, as to the legality of that under the compact by 
Charles Evans Hughes. : 

Mr. Sincman. We will get to that, and perhaps we can use that for 
the record, Mr. Tobin. 

Surplus revenues in the general reserve fund act are defined to mean 
the revenues from each facility which exceed the amount needed for 
debt service applicable to that facility, isn’t that so’ 


TESTIMONY OF DANIEL B. GOLDBERG 


Mr. Go.tpperc. Would you give me a reference so I can follow it, Mr, 
Singman, please ? 

Mr. Toprn. You are reading from detailed and complicated statutes, 
and you want me to agree whether that is what the statute says or not. 
That is fine—but if you will say what they are, Mr. Goldberg will 
follow them. 

Mr. Stneman. I don’t have a reference to a specific section. IT am 
asking you whether, with respect to the normal usage in your bond 
indentures, and in your general usage, surplus revenues are not gen- 
erally considered to mean by the port authority revenues from each 
facility which exceed the amount needed for debt service applicable to 
that facility. I note Mr. Doyle is nodding his head. Is that sub- 
stantially correct, Mr. Doyle? 

Mr. Dorie. No—I wasn’t following. Actually, I was thinking of 
another subject. 

Mr. Tostn. Does this help you, Mr. Singman? We have what we 
think is the statute. 

Mr. Gotpsera. The general reserve fund statute you are referring to 
has a definition of surplus revenues. 

Surplus revenues means in the case of each terminal or transportation facility 
the balance of the revenues therefrom, remaining at any time, currently in 
the hands of the port authority after the deduction of the current expenses 
of the operation and maintenance thereof, including a proper proportion of 
the general expenses of the port authority and after the deduction of any 
amounts which the port authority may or shall be obligated or shall have 
obligated itself to pay to or set aside out of the current revenues therefrom 
for the benefit of the holders of any bonds legal for investment; and after the 
deduction of any amounts currently due to the two said States on account of 
any advances made by the two said States to the port authority in aid of 
the effectuation of such terminal or transportation facility. 


And then I would have to, to complete that answer, read the defi- 
nition of bonds legal for investment. 


Bonds legal for investment means bonds or other obligations or securities of 
the port authority in which savings banks in both of the two said States are 
now or may hereafter be authorized to invest funds within their control. 


Mr. Sineman. By “debt service” is it not ordinarily meant the in- 
terest requirements, sinking fund requirements, and requirement to 
meet serial maturities ? 

Mr. Gouppera. In the consolidated ? 
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Mr. Sineman. Mr. Goldberg, it is a very simple question. We are 
not going to sign a contract here. 

Mr. Gotpperc. I am not sure, Mr. Singman, where you are leading. 

You are asking for paraphrases, and | prefer to answer-—— 

Mr. Torin. We are not going to take paraphrases. 

Mr. SineMan. I am asking you whether, to the best of your recol- 
lection, if this is not what “debt service” means. 

Mr. GotpperG. May I read youa three-line definition, sir? 

Mr. Ropino. Just a moment- 

Mr. Hourzman. Mr. Chairman—can you answer that question ¢ 

Mr. Go-pperc. May I hear it again / 

Mr. SincmMan. By “debt service,” to the best of your recollection, 
is the usage ¢ onfined to the meaning of interest requirements, sinking 
fund requirements, and requirements of meeting serial maturities? 

Mr. GotpperG. That might be a good shorthand meaning for it, 
but Iam not sure where you are going, Mr. Singman. 

Mr. Sinoman. Thank you. 

Maybe if you wait, you might find out. 

The general reserve fund is in addition to the sinking funds re- 
quired for the reserve against future redemption of bonds, is it not? 

Mr. Go_pperc. Well, they are separate funds, of course. 

Mr. Sincman. In other words, there are sinking funds, and then 
there is the general reserve fund / 

Mr. Gotpperc. Some do not—some have serial maturities. 

Then, of course, there is also the special reserve funds. 

Mr. Stnoman. We will get to that, too, Mr. Goldberg. 

So the general reserves fund's purpose is as security for future debt 
service, is it not / 

Mr. Goupperc. I could not agree with that; no,sir. May I explain ? 

Mr. StncMan. Yes, please. 

Mr. Goutpperc. The general reserve fund, under the statutes which 
created it, are authorized to be pledged or applied to the fulfillment of 
any undertakings which the neil authority has assumed or may here- 
after assume to, or for, the benefits of the holders of any of the bonds 
for which its pledge is secured. 

Mr. HoutrzmMan. Present or future. 

Mr. Gotppere. Not only debt service—that is my point, sir. 

Mr. Sincman. But it is only for those bonds that are secured by the 
general reserve fund / 

Mr. Goupnerc. Yes, sir. 

Mr. Stncman. Now, is the purpose of the general reserve fund to 
make borrowing easier ‘and « ‘heaper ? 

Mr. Gotpnera. The purpose of the general reserve fund, I think you 
have described very well, was part of the pooling concept that the two 
States had when they adopted this statute in pari materia with the 
statute adopted the same day, which transferred the Holland Tunnel, 
and gave the port authority instructions to proceed with the Lincoln 
Tunnel. 

Mr. HoitzmMan. Is that not the question you could not answer be- 
fore, Mr. Goldberg ? 

Mr. Gotpperc. The question I was asked before is whether debt 
service included something, and I wanted to read a 214-line definition. 

Mr. Sincman. Mr. Goldberg, that is not what the General Reserve 
Fund Act set forth. 











1474 PORT OF NEW YORK AUTHORITY 


I carefully differentiated between the Bridge-Tunnel Unification 
Act, which permitted the consolidation of revenues, and the Genera] 
Reserve Fund Act, which provided for the pooling of revenues ag 
security against bonds. 

Now, I ask you again, Mr. Tobin, or Mr. Doyle, is not the purpose of 
the general reserve fund the m: bine of borrowing easier and cheaper 
for the port authority, sir? 

Mr. Tontn. No, I do not think so. 

Mr. SinacmMan. Would long-term borrowing by the port authority be 
more expensive in the absense of a general reserve fund / 

Mr. GortpperG. May I try to help— 

Mr. Sineman. Would you answer that question, please / 

Mr. Goippere. It might be impossible in certain cases. 

Mr. Sineman. Would it be more expensive / 

Mr. Go.ppera, [If it is impossible, I do not know 

Mr. Stneman. In those cases where it would be possible, would it be 
more expensive / 

Mr. Dorie. Unquestionably. 

Mr. Sineman. And since you have indicated that in some cases it 
might be impossible without the general reserve fund, does not its 
existence, therefore, make borrowing easier / 

Mr. GovpperG. You asked if that was its purpose. It is an effect, 
Mr. Singman. 

I am not clear that that was its purpose, or certainly as you implied 
its sole purpose. 

Mr. StncmMan. You are willing to admit at least that the effect of 
the general reserve fund is to make borrowing easier and cheaper! 

Mr. Gouppera. I would agree. 

Mr. SincMaANn. Between 1931 and 1947, the port authority engaged 
in a program of unifying the bridge-tunnel finances, and refunding 
all of the original individual facility bonds. 

Is that not correct ? 

Mr. Dorie. Yes. 

Mr. Sineman. Was not the refunding actually begun in 1935, when 
the port authority issued its basic resolution which established for 
the first time general and refunding bonds to be issued partly for 
the exchange of existing series bonds, and partly to finance the con- 
struction of the new Lincoln Tunnel / 

Mr. Goippera. Yes, that isa fair statement. 

Mr. Streman. And was not one of the purposes of the issuance of 
the general and refunding bonds the elimination of an onerous reserve 
fund required by statute on the George Washington Bridge series B 
bonds? 

Mr. Doyte. I have no personal knowledge of that, 

Mr. Stineman. Referring again to the report mentioned earlier, sub- 
mitted to the New Jersey Joint Legislative Committee. March 11, 194, 
page 78, in considering the refunding program and its purposes, the 
port authority explained: 

Still another incidental and collateral purpose was to eliminate the $5 mil 
lion George Washington Bridge statutory reserve fund by refunding the series B 
bonds. With the creation of the general reserve fund in 1931, it was felt that 


this additional fund was unnecessary since it only served to freeze unduly 
George Washington Bridge surplus revenue 
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Now, in other words, by paying off bondholders of series B 
bonds—— 

Mr. Tosin. Excuse me. They said in that report, back in 1931, 
that that was one of the incidental objectives of the issuance of the 
Gand R bonds / 

Mr. Stneman. I will read it again. 

Mr. Topix. Did they say what the prime purpose was? 

Mr. Stncman. I will read it to you again, Mr. Tobin. I think we 
just discussed the prime purpose, which was to unify the finances. 

Mr. Tosin. Quite clearly in that report they were saying there was 
a primary and a secondary purpose, and what you re: ad was the 
secondary purpose. 

Mr. Sincman. Mr. Tobin, we just spent 15 minutes discussing the 
prime purpose. 

Mr. Tostn. Now you are saying what that report says. 

Mr. Sincman. My question was: Was not one of the purposes— 
after discussing the major purpose, I said was not one of the other 
purposes- 

Mr. Topix. Which that report at the time—which had nothing to 
do with—said was one of the—what was the adjective—the adjectives ? 

Mr. Stncman. “Incidental” and “collateral” purposes. 

Mr. Gotpnerc. Do you have another copy of the report, sir! 

Mr. Sincman. I am afraid I do not, Mr. Goldberg. They are very 
dificult to get hold of. 

Is that not a technique that the port authority could still employ 
to rid itself of other onerous financial requirements imposed upon the 
port author ity by covenants with its bondholders / 

Mr. Gorprerc. Is that a question, or are you reading from that 
same report ‘ 

Mr. StncMman. I am asking you a question. 

Mr. Gotprerc. I would have to ask you to repeat that. 

(The question was read.) 

Mr. Gouprnerc. I have no understanding of that question. 

Maybe one of my colleagues has. 

Mr. Sinoman. Actually, I asked Mr. Tobin the question. 

Mr. Tosry. I think it is a highly speculative financial question. 

Mr. Sineman. Well, perhaps Mr. Doyle can answer the question, 
since he is the director of finance. 

Mr. Dorie. I do not understand what you mean by “onerous 
financial requirement.” 

Mr. SincmMan. Well, let me ask you this: 

In the event you should find a requirement, a financial requirement, 
areserve requirement, if you will, in one of your covenants with your 
bondholders, that interferes with the e xpansion or deve lopment of the 
port authority, could you not obviate that requirement by the refund- 
ing of those bonds ? 

Mr. Tostn. Not if it interfered to the slightest extent with any of 
the rights of the bondholders under the existing indenture and the 
sbligations of the port authority thereunder. 

You are asking 

Mr. SINGMAN. I am asking whether you cannot eliminate that 
requirement by refunding the bonds. 

Mr. Tontn. Not, certainly, as to our outstanding bonds at that time. 

Mr. Sineman. Is not that what you did with the series B bonds? 
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Mr. Doyte. I believe what you are saying, sir, is that you could rij 
yourself of any onerous requirement with respect to any issue of oy. 
standing bonds, if you were willing to refund all of your outstanding 
programs and could. 

Mr. Stnoeman. Exactly. 

Mr. Tosrn. And had the power to refund it. 

Mr. Stroman. Then isthe answer “Yes,” Mr. Doyle? 

Mr. Doyte. All things taken into consideration, “Yes.” 

Mr. Stneman. Mr. Tobin, did not the general reserve fund statut 
of 1931 provide that surplus revenues were to go into the general p. 
serve fund until it reached a total equal to 10 percent of the face 
value of all outstanding port authority bonds legal for investment! 

Mr. Gotpperc. Yes, that is a fair interpretation. 

Mr. Stneman. And did not that statute also provide that revenne 
which exceeded the requirements of the 10-percent general reserve fund 
were to be held for disposition by the two States? 

Mr. Govpperc. Any surplus revenues not required for the estab. 
lishment and maintenance of the aforesaid general reserve fund shal] 
be used for such purposes as may hereafter be directed by the two 
said States. 

Mr. Houtrzman. The answer is “Yes,” Mr. Goldberg? 

Mr. Gotpperc. Well, I could say “Yes,” but— 

Mr. Hottrzman. Is it not really “Yes”? 

Mr. Goupperc. If I said “No,” the statute would still speak for 
itself. 

Mr. Hottzman. Why do you not try to help the committee? That 
called for a simple “Yes” answer. It did not call for reading the 
statute, Mr. Goldberg. 

Mr. Stneman. Now, although surplus revenues were continually 
deposited into the general reserve fund from the time of its creation, 
it did not reach that statutory limit of 10 percent of the face value of 
outstanding bonds until 1946, did it? 

Mr. Dorie. That is approximately correct. 

Mr. Sinoman. Is it not a fact that in the port authority’s own basie 
resolution of 1935, the port authority established a new special reserve 
fund to hold surplus revenues exceeding the requirements of the 
10-percent general reserve fund? 

Mr. Goutpperc. The fact is, Mr. Singman, that in that resolution, 
vou have described it, the resolution of March 18. 1935, a special reserve 
fund was established as further security for the bonds—bond issue 
which was established by that resolution. 

Mr. Stroman. Is the answer to my question, “Yes.” Mr. Tobin? 

Mr. Tostn. I think that is the general sense of Mr. Goldberg’ 
careful answer, and I am deliberately—I would ask you direct the 
questions to him. 

You are asking questions that we would usually address to bond 
counsel. 

I do not purport to give answers to the board unless T am advised 
by general counsel and bond counsel in these highly technical fields 
of these bond obligations. 

Now, Mr. Goldberg is the one that works directly on these problems 
in the law department. I think to expedite it, the way to proceed is— 
he will answer all questions for us. 













































PORT OF NEW YORK AUTHORITY 1477 






Mr. Stneman. All right. 


nd Mr. Goldberg, is the answer to my question yes ? 
Out. Mr. Goupperc. I have forgotten it again. I am awfully sorry. 


ing Mr. SincMAN. In the interests of saving time, I will ask it again. 

Mr. Gotpbera. Yes, I would appreciate that. 

Mr. StncMman. Is it not a fact that in the port authority’s own 
basic resolution of 1935, the port authority established a new special 
reserve fund to hold surplus revenues exceeding the requirements of 
the 10 percent general reserve fund ? 

Mr. Gotpserc. That is a fair paraphrase. Naturally, as a lawyer, 
[have some problems with the wording. 
fac Mr. Sineman. All right. 

Was this provision not created in anticipation of the ultimate 
achievement of the legal limit on the general reserve fund ? 


ma Mr. Goipserc. I do not know the motives of the commissioners 
und at the time. 

b I would like to explain, if you want, how I understand the fund 
was to work. 
hall Mr. SincMan. The special reserve fund ? 
tw ’ , | 

° Mr. Gotppera. Yes. 

Mr. SincMan. I think we will get tothat. If we do not cover what 
you would like to say, after we get through with that, I would ap- 
preciate your elaborating on it then. 

But as I indicated before, as you well know, and as Mr. Tobin has 
said, this 1s a rather complicated subject, and can get confused if we 

for | wid, tl t] plicated subject, and t confused if 
"hs do not proceed na step-by step manner. 
| . This special reserve fund is limited in the uses to which at least 50 
t reent of the funds paid into it can be put, is that not correct ? 

pe : I I . 
i Mr. Go.pperc. It may be applied to several purposes which I might 
My | generally characterize as payment of principal and interest in one 
108, form or another of general refunding bonds. 
eof | = ee: 
| And then there is another provision which permits it for other 
additional purposes which are specified, to an amount not exceeding 
' percent of the payments that have been made into it, as distin- 

asi’ | guished from what might be in it at any time. 

“the Mr. SinoMan. That iscorrect. 

t So that at least with respect to 50 percent of the payments that have 
been made into the special reserve fund, the usage of that money is 

1, limited, is that not correct ? 

erve Mr. Go_ppera. Yes, that is correct. 

ssue Mr. StncmMan. Was any statute enacted by the two States which 

| authorized the establishment of such a special reserve fund ? 

| ‘ Mr. Goipperc. Yes, the general reserve fund statute that you read, 

rst} ‘ 

7 sir. 

the : Mr. Sincman. Would you read the provision that permits the estab- 
lishment of a special reserve fund ? 

ond 


Mr. Gotpperc. Actually, Mr. Singman, I have read it already. 
‘aad In the definition of surplus revenues, which I already read into the 
ald record, there was a provision that—I do not know—you would not 
em | want me to read the whole thing, Mr. Holtzman, would you? 

Mr. HourzMan. Not unless it 1s necessary. 


lems Mr. Sinoman. Read the part you think is applicable. 
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Mr. GoLpBERG. The surplus revenues are defined, after certain other 
things, and then after the deductions of any amounts which the port 
authority may or shall be obligated, or may or shall have obligated jt. 
self to pay to, or set aside out of the current revenues therefrom for the 
benefit of the holders of any bonds legal for investment. 

Now, the contract with the ae lers having required this special] 
reserve fund to be established, it was directly authorized by tha 
language. 

And I would like at this time- 

Mr. Sineman. Is that not a bootstraps argument, Mr. Goldberg?! 

Are you not saying that the authorization for the basic resolution of 
1935 is the basic resolution of 1935, because the statute says so? 

Mr. Gotpperc. Sir, I was not reading from the basic resolution, | 
was reading from the statute. 

Mr. Sineman. Did you not just Say that the agreement having been 
entered into with the bondholders, the agreement entered into with 
the bondholders was lawful under this provision 

Mr. Goupserc. The statute pern itted the port aut! ority to obligate 
tself to make payments | hate to paraphrase 

Mr. HottrzmMan. See if you can find where it limits it to 50 percent, 

Mr. Gouprerc. “To deduct from the revenues any amounts which the 
port authority may”—“or shall be obligated, or set aside out of cur 
rent revenues.” 

And then in 1935, this is 4 vears after the statute, as the refunding 
program began to materialize, and finally formed the contract that we 
were talking about, the basic resolution of 1955, w hich is the contract 
with bondholders, we found that in the negotiations—now, I am talk. 

ng hearsay. I only came to the port author ity in 1935, and I wasa 
very, very junior sublawyer at that time. I was not even admitted 
to the bar. 

fut as I understand it from talking to my predecessors, in the 
negotiation with the representatives of the bondholders, who set up 
this rather unique first attempt in authority financing, of such a gen- 
eral program, it was found that the bondholders were not satisfied to 
be in the position where they were buying, in effect, a chance in these 
lepression days that some of the facilities might or might not pay out. 
They ms seen the bad situation which had brought the port authority 


to the financi - distress which vou have already discussed with Mr. 
Tobin i a early days, and which resulted in this statute 

They were in a position where they were not satisfied to buy a 
bond which they could not get high appreciation o1 They were 


only going to get back at best the principal and interest which was 


promised tothem. At worst. if we went bad, if the whole thing blew 
ip, they were goll g totake i terrific capital loss 

Therefore, their purpose was to make sure that the revenues that 
vere going to be produced by the facilities that thev were financing 
or they were refinancing by the refunding were going [to stay in Ht 
| lace where, if it was necessary, if could be used for the debt service 
on their bonds 

Therefore, the agreement was that there would be established, ahead 
of the general reserve fund, a special reserve fund into which would 
fl w all the revenues after operation, maintenance, ordinary debt serv- 
ice, other than what would be required to bring the general reserve 
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fund up to the 10 percent limit. This was the contract requirement 
that resulted in the special reserve fund, and this is the reserve fund we 
aretalking about. 

Mr. Hourzman. But there is nothing in the statute or the regulations 
that gives vou the right to set up this special reserve fund, is there ? 

Mr. Goupperc. | must disagree with you most emphatically. I have 
read it to vou threetimes. I shall read it again. 

Mr. Hoitrzman. No, do not do that. 

Mr. Goutppera. All right, sir. 

Mr. Stnaman. Mr. Goldberg, is it not the fact that no special 
statute authorized thisspecial reserve fund ¢ 

Mr. Gotpnerc. Mr. Singman, I just cannot agree with you. If you 
want to Say that this statute does not say there is here shy author ized 
4 special reserve fund under such and such a resolution. I can agree 
with you. 

Mr. Stnoman. Allright. 

Mr. Govppera. It was authorized by the language I read, and 
ruled by eminent bond counsel. 

Mr. Meaper. Mr. Chairman 

Mr. (FOLDBERG And hundreds of millions of dollars of bonds have 
ben sold upon that opinion. And the opinion, I respectfully submit, 
isas good as yours or mine, or maybe better 

Mr. SincM LN Ihave ho opinion, Mr. Goldberg. 

Mr. Go_prerc. You seem to be suggesting one. I am giving the 
oficial opinion of the port authority general counsel, several succes 
gives ones, my own, and eminent bond counsel. 

Mr. Meaper. Mr. Goldberg, this way of making provisions for the 
operation of a public body is rathe intriguing to me. The States 
of New Jersey and New York solemnly passed a statute, as I under- 
stand your interpretation of it, which authorized the port authority, 
by agreeing with bondholders, to enlarge its powers or do something 
that the statute did not specifically authorize. 

Mr. Gotpnerc. I cannot agree with you, sir. I do not know, sir, 
if you are really familiar with authority financing. We are not 
dealing with an agency that has the taxing power. We are dealing 
with an agency which may construct facilities, make charges for their 
we, and has no authority whatsoever to compel anyone to pay a 
penny of taxes to it. 

Under those circumstances, when vou deal with authority financu . 
you have something in the ippraisal of those bonds which are given 
to the ap pri aisal of corpor: ite bonds. It is a pub lie sec urity, sir. 

On the other hand, it is not in the class of a tax sup sported ob liga- 
tion, where it is known by the investor that he can, if ne ‘essary, man 
damus the taxing authorities to levy a tax. and the land cannot run 
iway,if it isa municipality. He is going to get his money. 

We are not in that posit on. We must establish reserve funds. 

Mr. Mi ADDER, ‘| hat may all he very mter sting, Mr. Gol] al erg’. but 
[do not think it goes quite to the point. The initial part of your 
amswer to my last question now raises even greater doubt in my 
mind. 

I understood vou to argue that the special reserve fund was au- 
thorized by statute through a clause in the general reserve fund 
account, or whate ver th: if account 1s, which provided for the alloea 
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tion of revenues to a purpose agreed upon between the port authority 
and its bondholders. 

Mr. Gotppera. Yes, sir. 

Mr. Meaper. That would not be limited, in your judgment, to agree. 
ments existing at the time of the passage of the statute? 

Mr. Gotpperc. Oh, no, sir. 

Mr. Meaper. Any subsequent agreement that you might enter into 
with your bondholders would have the effect of permitting you either 
to set up a special reserve fund, or do a lot of other things? 

Mr. Gotpperc. No, sir. The statute permitted it to be used for pur. 
poses that would have to be—it says—for the benefit of the holders of 
bonds legal for investment. That is, it would have to, in effect, 
be additional security for the bonds. It could not be used for just 
anything, as you say. 

Mr. Hoitzman. Suppose you entered into an agreement with your 
bondholders providing for a 2-percent reserve. rather than a 50 per. 
cent, out of the special reserve. Would that become the law of the 
case, under your theory ? 

Mr. Gorpperc. I have problems accepting your 50 percent and your 
2 percent. 

Mr. Hoitzman. You are limited now 

Mr. Gotpperac. No, sir 

Mr. Hoirzman. You are not limited ? 

Mr. Goupserc. The special reserve fund, in the case of the facilities 
whose revenues are pledged in support of general refunding bonds, 
receives before the general reserve fund all of the revenues after the 
debt service on those bonds, the operation and maintenance expenses 
on those bonds, other than what is necessary to build up and maintain 
the general reserve fund at 10 percent of the principal amount of all 
bonds secured by the general reserve fund. I am shorthanding myself. 

Mr. Hotrzman. Yes. But this is by agreement between the av- 
thority and the bondholders? 

Mr. Gorppera. Yes, sir, so intended. I have to say that the 1931 
statute, as Mr. Singman so ably pointed out, was passed as a prelude 
toa refunding program. It certainly was intended that it was to serve 
as the basis for the refunding program which was eventuated in 
1935, in the 1935 resolution. 

Mr. Tostn. Could I just suggest something to you. 

Mr. Stroman. Were you about to answer Mr. Meader’s question, 
Mr. Goldberg ? 

Mr. Gorpperc. Mr. Tobin was suggesting to me a legal theory I 
do not agree with. This has happened before in our history. 

Mr. Stneman. Mr. Goldberg, is it not true that this 1931 act that 
you refer to as a prelude to refunding operations specifically set forth 
a general reserve fund which was designed to protect the bondholders! 

Mr. Gorpperc. This one was required, sir. The other one was 
permitted. 

Mr. Stroman. It said nothing about any other special reserve funds 
until 1935 when the port authority voluntarily, without statutory 
authorization, and merely by contractual arrangement with the bond 
holders, established a special reserve fund? 

Mr. Gotprerc. No, sir, three times. 

Mr. Houttzman. I propound the same question without the language 
“without authority of statute,” using the word “voluntarily.” 
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Mr. Gotpperc. I have to, Mr. Congressman 

Mr. Hotrzman. Can you answer that question? 

Mr. Gotpperc. Well, the general reserve fund was required, the 
special reserve fund was authorized. 

Mr. Hortrzman. Then you voluntarily went into this special 
reserve fund, is that not so? 

Mr. Govpperc. I cannot say voluntarily 

Mr. Hotrzman. Did someone force you to do it, Mr. Goldberg ? 

Mr. Gotpperc. It resulted from the necessities of agreeing with 
bondholders to accomplish the program. 

Mr. Hotrzman. Then it was voluntary, was it not? 

Mr. Go-pserc. To the extent that we accepted the requirements that 
the investment syndicates told us were necessary to sell the bond, 
itwasnot. Tothe extent that we agreed to do it, in order to get them 
sold, it was. 

Mr. Meaper. Just a minute. Mr. Goldberg, this happened to relate 
toa special reserve fund. But could not some other provision be the 
subject of negotiation between the bondholders and the authority 
which would be encompassed within that very broad language which, 
as I interpret it, if your interpretation of it is correct, would permit 
an agreement between the authority and bondholders to either in 
eflect amend the statute any way they wanted to, or to engage in a 
variety of activities under that blank check given in advance? 

Mr. Gotpserc. I do not know about the variety of reasons, sir. I 
would like to explain that the only thing that this clause that I have 
read permits is setting aside moneys for the benefit of bondholders. 
And in this case, the agreement that eventuated, whether you call 
it voluntary or not depends on your interpretation of who had the 
better bargaining power under the circumstances, and we did not, 
inmy opinion. But at any rate, it eventuated in a contract with 
bondholders under which all of the revenues not required for the 
preceding things which are mentioned in this definition of surplus 
revenues will go into the special reserve fund, except to the extent 
necessary to fill up and keep the general reserve fund maintained. 

Mr. Mraver. Well, would not it be possible to have more than one 
special reserve fund? Could you not have maybe 100 different funds? 

Mr. Gotpperc. This gets all that does not go in the general reserve 
fund. There is nothing more to work with. It all goes here. 

Mr. Stnaman. Mr. Goldberg, I think there are two loose ends that 
we ought to try to nail down. 

In other words, you said this agreement was required because of 
a fear on the part of the bondholders that in those depression times 
there might be a default or a lack of net revenues on some of the 
facilities, as had happened in 1930 with respect to the Arthur Kill 
bridges, which we recently meek Is that not essentially what 
you said ? 

Mr. Go.tpperc. Well, sir, I first mentioned that my knowledge is 
hearsay. You eer ind that I had just barely come to the port 
authority in 193! 

May I also somaeiiaiel a little further. While the history of the 
immedi: ite years may eventuate in this agreement, that, as I understand 
it, is the feeling of investors in revenue-type securities generally. 
They do not want to take the risk of capital loss when there is no taxing 
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power, when they do not have a chance at a capital gain. They want 
to see the revenues. At least in our case we will get the best rate and 
the right rate commensurate with our credit if they feel that the 
reserves will be there to meet that service, or other obligations to the 
bondholders, if and when they are required. 

They want to know that if there are lean years, and there is no tax- 
ing power, that there are going to be reserves to take care of them, 

Mr. Hotrzman. That is only when they are in a good bargaining 
position, according to your own statement. 

Mr. Gorppera. I said in 1935— 

Mr. Hortrzman. That is only when they are in a good bargaining 
position. 

Mr. Gouppera. Generally, sir, that is what I said. I said generally 
this will get you the best rate. ; 

Mr. Stneman. Let us go back tothe Arthur Kill bi iiges. Is it not 
a fact that the default, or the impending default, as your report indi- 
cates, of the Arthur Kill bridges bonds was caused by the building of 
of the Holland Tunnel ¢ 

Mr. Go.pperG. Sir, I do not even have hearsay knowledge of that. 

Mr. Stneman. All right. We will get to that later. 

Mr. Tontn. I think the real problem was not so much the Holland 
Tunnel, but the building by the State of New Jersey of the Pulaski 
Skyway. that picked up traffic just about at the Arthur Kill bridges 
and syphoned it directly toward the Holland Tunnel. 

But, as I recall it—my reading into the situation at that time, it 
was the construction of the Pulaski Skyway every bit as much as the 
Holland Tunnel that jeopardized those bonds, that being a develop- 
ment which had not been contemplated at the time of the construction 
of the Staten Island bridges in 1925 to 1927 or so. 

Mr. Sincman. Is it not also true, gentlemen, that in 1931, with the 
Bridge-Tunnel Unification Act, the States of New York and New 
Jersey agreed to give the port authority a virtual monopoly on cross 
ings between the two States, and that by that time, they had built or 
had under construction the Lincoln Tunnel, the Holland Tunnel, the 
George Washington Bridge, the Arthur Kill bridges, and the Bayonne 
sridge? 

Mr. Goutprerc. Mr. Singman, covenants with bondholders against 
competitive crossings are routine in revenue bond authorizations. I 
also- 

Mr. Stneman. Mr. Goldberg, I am in no way suggesting there is 
anything improper about that. I am only suggesting there was 
security for the bondholders, and there was little likelihood, because 
of the existence of all these crossings, and the existence of a monopoly, 
that anyone was going to build another bridge 

Mr. Tortn. No: there was great likelihood. You had a charter out- 


’ 
standing for the construction of the 57th Street Br ge outstanding. 
This used to come up in every bond issue of that time (nd it wasa 
| years [here was 


matter of great public controversy for vears an 
in active charter for the construction of the 57 
Mr. Stneman. At any rate, it is clear that this basic resolution i 
1935 was required in order to placate investors; is that not correct! 
Mr. Go.ppera. I do not like the word “placate,” sir. If was re 
quired in order to accomplish the best financial setup in the public 
interest. 
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Mr. Stveman. Allright. Now, as we indicated before, or as I think 
you read, Mr. Goldberg, the General Reserve Fund Act provided— 
and I will read from it: 

Any surplus revenues not required for the establishment and maintenance 
of the aforesaid general reserve fund shall be used for such purpose as may 
pereafter be directed by the two States. 

Now, is it not correct that insofar as the port authority voluntarily 
agreed by contract to restrict the uses of 50 percent of the special 
reserve funds, it interfered with the rights of the States to direct the 
disposition of such funds as provided for in the General Reserve 
Fund Act ¢ 

Mr. Go_prerc. Well 

Mr. Ho.ttrzMaANn. Tothe extent of 50 percent, at least. 

Mr. Go_pperG. I have problems when Mr. Singman insists on put 
ting in the word “voluntarily,” although I have never accepted the 
word “voluntarily.” It helps a little if he would not put those charac- 
terizations in his questions. 

Mr. SINGMAN. That one was not in the script. 

Mr. Go_pperc. Eliminating the word “voluntarily,” my answer 
would be “No.” 

Mr. Sincman. Your answer is “No”? 

Mr. Gotpnera. That is my legal opinion. 

Mr. Sincman. And why do you say that ? 

Mr. Goutpnerc. Because the statute authorized the fund. 

Mr. Sineman. But does not the statute say that “any surplus reve- 
nues not required for the maintenance of the generaal reserve fund”? 
It does not s: av, Mr. Goldberg, ‘ ‘any surplus revenues not pe rmitted for 
the maintenance of the general reserve fund.’ 

It says any surplus revenues not required for the establishment and 
maintenance shall be used for such purposes as may hereafter be 
directed by the two States 1 

Mr. Go_prerc. In our legal debate, Mr. Singman, I am forced again 
to point out to you, reading this definition, that they don't become 
surplus under the definition that I read now until after the deduce 
tion of the items which were specified, including the special reserve 
fund. It just does not become surplus until there is something after 
thespecial reserve fund. 

As the contract. eventuated, there was nothing after the special 
reserve fund. 

Mr. Sincman. Let me ask vou this, Mr. Goldberg: Is it not a fact 
that the d Ly before the basic resolution of 1935 was issned, the two 
States had a right to direct the disposition of all funds, all surplus 
revenues, of the port authority, w hich exceeded 10 perce nt of the face 
value of outstanding bonds legal for investment ? 

Mr. Gor DBERG. ] do not know wl ether there were any, SIYr. 

Mr. Sineman. Whether there were or not, didn't they have 
aright to direct the dispos tion of ich funds ¢ 

Mr. ¢ GoLpBERG. If there were any surplus revenues within the meat 
ing of the statute, they did—the States did. 

Mr. SINGMAN. An d sn't it true that the dav after the basic resolu 
tion of 1935, which was issued by the port anthor itv, and by no one 
else, that the two States were prohibited from using 50 percent of 
such funds as would be in the special reserve fund 4 
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Mr. Gorpperc. Again—what is this business about the port author. 
ity and nobody else? That this resolution was issued by the port 
authority and nobody else. The resolution is a contract with bond. 
holders. It was authorized by the port authority, and went to the 
Governors of the two States, and was not vetoed by them. It is a cop. 
tract today. 

Mr. Sineman. The basic resolution of 1935 was issued by the port 
authority and by no one else. As soon as an investor buys a bond, 
that unilateral resolution becomes a contract, but not until such a bond 
is purchased, isn’t that correct ? 

Mr. Gotpserc. Except, of course, that the Governors had a right 
to veto it before that bond could have been sold. 

Mr. Stneman. Weare talking about contracts. 

Mr. Goipserc. Mr. Singman, it is easier if you would ask your 
questions without the coloring words. I have to take the coloring 
words out before I can give you the answer. 

Mr. Hotzman. You worry too much about coloring, Mr. Goldberg, 

Mr. Gorpserc. Congressman Holtzman, I am a lawyer, and I am 
giving a legal opinion which, frankly—well, I am giving a legal opin. 
ion, and I am asked to paraphrase. Now, you know these type of 
legal opinions, if they were asked of you, you would sit down in your 
office, you would draft them and answer them, and you would get the 
coloring words out of the question. 

Mr. Tosrn. He is giving a legal opinion, based upon which there 
are something like $650 million worth of bonds outstanding, with 
all of the responsibilities and interests in those bonds, those bonds 
having been issued over a period of 20 years, with full approval of 
the two States, the Governors, and representing fully the policy of 
these two States whose agency this is. This is a very, very serious 
opinion as he goes along that Mr. Goldberg is giving, and I think the 
questions are colored, and I do think, as a prudent lawyer, he does 
have to take the coloring out before he answers the questions. 

Mr. Hottzman. The question is by virtue of the unilateral action in 
entering 

Mr. Gorpserc. There is a coloring word, sir—unilateral action. 

Mr. Hottrzman. By virtue of the contract, into which you enter into 
your bondholders, do you then do away with the requirement or with 
the right of the States to dispose of that surplus? 

Mr. Goupperc. In accordance with the two States authorization; 
yes, sir. 

Mr. Stneman. Isn't it correct, though 

Mr. Tostx. Would it also help you, Congressman, if you consider 
for a moment that there isn’t anything in the world to prevent the two 
States tomorrow from dissolving and ending the port authority! 
They will have $650 million worth of bonds on their hands, but they 
are completely free to do it, and set up some other agency to handle 
this program. 

Mr. Hourzman. We are trying to get answers to questions, so that 
we can get to some point here, that is all. I wasn’t quarreling with 
you about that. 

Mr. Stncman. Now, Mr. Goldberg, isn’t it true, simply, in summary, 
that the basic resolution of 1935, which sequestered, if that is a color- 
less word—which sequestered 50 percent of surplus revenues above 
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the 10 percent general reserve funds, was a requirement imposed upon 
the port authority and its bondholders without participation by the 
two States ? 

Mr. GotpperG. No,sir. The resolution went to both Governors, and 
they did not veto it. 

Mr. SincmMan. Legislatures of the two States, then. 

Mr. GotpperG. Legislatures had authorized it in advance. 

Mr. Sincman. Wasn’t this resolution issued without participation 
bythe two State legislatures ¢ 
“Mr. Gotpperc. When the legislature authorizes something, and you 
do it, and then you say they didn’t participate, I think the answer is 
‘No, sir.” We did not go back for ratification of what was authorized 
inadvance, sir; you are right. 

The CHAIRMAN. It was done without what you call ratification ? 

Mr. Gotpperc. It was done with authorization. 

Mr. Hourzman. And the issue still remains as to whether there was 
guithorization or not ? 

Mr. Gotpperc. Not in my mind in the least. Not in the mind of 
bond counsel, not in the mind of $600 million of investors. And I 
don’t even think in your mind, sir. 

Mr. Hottzman. Don’t tell me what is in my mind, sir. 

Mr. Gotpperc. Nor in my mind, Mr. Holtzman, and I give the 
opinion. 

Mr. Stncman. Now, Mr. Goldberg, again in 1947, wasn’t the port 
wthority faced with the prospect of growing reserves that were un- 
committed, despite this new special reserve fund ? 

Mr. Gotpperc. I don’t know what you mean, sir. It is not a prob- 
lm—I don’t know what you mean by the problem of growing reserves. 

Mr. Stroman. You know what reserves are, right ? 

Mr. Gotpperc. I certainly do. 

Mr. Stroman. And you know what growing means, right? 

Mr. Gotppera. I do it too often, sir. 

Mr. Sineman. Isn't it a fact that by 1947 the special reserve 
finds of the port authority were growing, and that 50 percent of those 
special reserve funds as we have gone through, were to be placed at the 
disposal of the two States? 

Mr. Gotpperc. I don’t think so, sir. 

Mr. StncmMan. Well, let me put it this way. I call your attention to 
your 1947 financial report, exhibit B, balances of reserves at Decem- 

r 31, 1947. As of that date, the general reserve fund had in it 
$21,573,500. Now, that general reserve fund, by virtue of the General 
Reserve Fund Act. of 1931, is untouchable for general purposes; isn’t 
that correct? It is to be used only for the benefit of the bondholders ? 

Mr.Gotpperc. That is quite a purpose, sir. 

Mr. Sineman. But it is not to be used for any—in other words, the 
States could not direct you to use that fund for constructing a new 
bridge, or a heliport, could it ? 

Mr. Gotpperc. I agree with you, sir. 

Mr. Sincman. All right. Now, the special reserve fund, as of that 
date, was $10.871.733. 

Mr. Gotpnerc. What date is this? 

Mr. Sinoman. December 31, 1947. Isn’t it correct that half of that 
sum, or about $514 million was available to the two State legislatures 
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for such general uses as they may determine the port authority should 
put them to? 

Mr. Gotppere. No, sir; in my opinion, no, sir. 

Mr. Stneman. Why not, sir? 

Mr. Gotpperc. Because the money in the special reserve fund has 
been pledged as additional security for general refunding bondhold. 
ers; all of it. 

Mr. Stneman. Oh, but, Mr. Goldberg, you are forgetting that in the 
basic resolution, which set up the special reserve fund, there was q 
provision that the special reserve fund should be used for a number of 
stipulated purposes, and one of the purposes was—— 


Mr. Gotpperc. May I read it for you, sir. Subdivision A of section 
= 


To any other additional purposes for which the authority is now or may 
hereafter be authorized by law to expend the revenues of facilities established, 
constructed, acquired or effectuated through the issuance of bonds secured by 4 
pledge of the general reserve fund. 

Mr. Stneman. That isright. In other words, almost $514 million in 
1947 was available for general usage by the States should they direct 
you to use them for expanding a p: articular fac ility, or buil ling a new 
fac ility. that the States thought was desirable. 

Mr. GorpperG. That is not my opinion, sir. My opinion is to the 
contrary. 

Mr. Stneman. How is it tothe contrary ? 

Mr. Gorprerc. The fund was established as an additional security 
for general refunding bonds and would be used as additional security 
for general refunding bonds for purposes which would have to have 
enhanced the security of general refunding bonds. 

Mr. Stroman. In other words, is it your testimony that vou have 
had, by 1935, created a special reserve fund into which all surplus 
revenues would go, none of which could be used by the States at 
their direction for whatever purpose the States chose to direct the 
port authority ? 

Mr. Gotppera. Insofar as the revenues are derived from the facili- 
ties whose revenues were pledged in support of these bonds, that is 
my opinion, sir. 

Mr. Meaper. Mr. Chairman. might I interfere here ? 

Mr. Gorpprra. I should qualify that. If the States’ direction was 
for a purpose which would enhance the security of the bonds, I would 
have no problem, sir. If the States’ direction was for a purpose 
which might impair the security of the bonds or not be related to 
the security of the bonds, I would say the direction would be a diree- 
tion which would violate the covenant. I also should say this: If 
the two States directed the port authority to violate its covenant with 
its bondholders, in my opinion—general counsel might disagree with 
me—we would be obligated to take the States’ direction, unless the 
until the bondholders are able to enforce their covenant. 

Mr. Meaper. Mr. Goldberg, let me see if I understand the differ- 
ence between vour interpretation and Mr. Singman’s. 

The special reserve fund is not created by surplus revenue. Is 
that your contention ? 

Mr. Gotpserc. That is right. 
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Mr. Meaver. Because of the definition of surplus revenues, the 
revenues have not become surplus, when they go into this agreement, 
or into this fund created by agreement between the port authority 
and its bondholders. 

Mr. Gotpperc. That is it, sir. 

Mr. Meaper. If that is so, Mr. Goldberg, is it ever possible for 
the port authority to have surplus revenues ? 

Mr. Gotpperc. Surplus revenues are what go into the general re- 
serve fund. Iam sorry, Mr. Singman. 

Mr. Sineman. You have just stated, Mr. Goldberg, in answer to 
Mr. Meader’s question, that the funds in the special reserve fund 
Mr. Gotpserc. They come ahead of the general reserve fund. 

Mav I describe it now, sir? 

Mr. Sincman. Yes, sir, please do. 

Mr. Go.pserc. Well, in the case of the general refunding bond 
facilities—you understand these are not all the facilities—general 
refunding bond facilities include the bridges and tunnels 

Mr. SincMan. I can give youa list. 

Mr. Gotpserc. The Inland Terminal No. 1, the New York Truck 
Terminal, the New Jersey—— 

Mr. Hotrzman. Are you describing the flow now or the operations 
ofthe port authority? Please give us the flow. 

Mr. Goipserc. I am trying to give the facilities. Some facilities 
are not in this flow. 

Mr. Sineman. I can read them off. The facilities secured by the 
general—securing the general refunding bonds are the Lincoln Tun- 
nel, George Washington Bridge, Holland Tunnel, Bayonne Bridge, 
Outerbridge Crossing, Goethals Bridge, Bus Terminal, Port of New 
York Authority Building, New York Truck Terminals, Newark Truck 
Terminals, Port Authority Grain Terminal, Columbia Street Marine 
Terminal. 

Mr. Go_pserG. That is correct. 

Mr. Sincman. Now, would you please proceed to describe the flow 
of these funds? 

Mr. Gotpserc. These facilities produce revenues. Pooled revenues 
from this group of facilities. These facilities’ gross revenues will now 
beused to meet the operating and maintenance expenses of those facili- 
ties. What is left—then this produces, the Director of Finance tells 
me, what we call the net operating revenues. The net operating reve- 
nues are available at this point for payment into the special reserve 
fund, to the extent that it is not required for the general reserve fund. 
_ Mr. Stroman. But the first lien, so to speak, if we can use a word 
artistically, the first lien on those funds is for the general reserve 
fund, if it is below 10 percent, is it not ? 

Mr. Gotppera. Yes, sir, inartistically you are right. 

Mr. Sincman. But if the general reserve fund is full, it would then 
go into the special reserve fund ? 

Mr. Gotpperc. That is correct, sir. Except that as Congressman 
Meader pointed out, in the flow it is not surplus until after—in the 
flow it first goes into the special reserve fund, except to the extent 
necessary. They are not surplus revenues until after you have com- 
pleted the obligations * to the point of the general reserve fund. 


And then there are surplus revenues, and they do go into the fund, 
and there it all is. 
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Mr. Hoirzman. Would you say this is a distinction without a dif. 
ference ? 

Mr. Gotpperc. Those are your words, sir. I described it the begt 
way I could. 

Mr. Stneman. Let me see now, Mr. Goldberg. Do you say that the 
net operating revenues go to satisfy the requirements of the general 
reserve fund? Then 

Mr. Goxpsera. I am sorry, sir. The surplus revenues meet the 
general reserve fund requirements. 

Mr. Srneman. All right. And then what is left over—you are 
saying that surplus revenues would go into the general reserve fund 
after you added to the special reserve fund ? 

Mr. Gorppera. Congressman Meader got it, sir. 

Mr. Stneman. Is that what you said? 

Mr. Gotppere. Yes, sir. 

Mr. Stneman. I will readily and quickly admit that Congressman 
Meader is quicker than Iam. But I would like to get it straight. 

The net operating revenues go into the special reserve fund first, 
and then insofar as you have anything left over, they go into the 
general reserve fund ? 

Mr. Go.ppersc. No, sir. 

I know this must be boring. 

Mr. Stnoman. It is not tome. 

Mr. Gorpperc. To the extent that moneys are not required to go 
into the general reserve fund to bring it to the 10-percent figure, it 
goes into the special reserve fund. 

Mr. Stneman. Now, are the funds that go into the special reserve 
fund surplus revenues ? 

Mr. Gorppere. No, sir. 

Mr. Stnoeman. They are net operating revenues / 

Mr. Gotppere. Yes, sir. 

Mr. Stneman. What funds are surplus revenues ? 

Mr. Gorpperc. The moneys available for payment into the general 
reserve fund. 

Mr. Stneman. Are you saying that funds which first go into the 
general reserve fund are surplus revenues ? 

Mr. Gorpperc. Moneys available for payment into the general 
reserve fund are surplus revenues. 

Mr. Stneman. All right. 

Then insofar—if the general reserve fund is at a 10-percent level, 
is it not a fact that you never have surplus revenues? 

Mr. Gotpserc. I think that is probably so, sir. 

Mr. Stroman. Then, in other words, if the general reserve fund is 
at a level equal to 10 percent of all outstanding bonds legal for 
investment—— 

Mr. Gotpserc. Then there are no— 

Mr. Stneman. Then there are no surplus revenues, and the States 
have absolutely no power over the disposition of those funds, is 
that correct ? 

Mr. GotpperG. Well, I mentioned before, with regard to this 50 per- 
cent, that if the States directed an expenditure for a purpose which 
would be for the further security, or the additional security of general 
refunding bonds, I believe that they would have that authority. 
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Mr. Stneman. If that is so, Mr. Goldberg, how can you explain the 
fact that the General Reserve Fund Act of 1931 clearly foresaw sur- 

lus revenues to be held for the disposition of the States, and, yet, by 
the system of finances and by the system of financial restrictions, I 
should say, that the port authority has err upon itself, it becomes 
virtually impossible for the States ever to have surplus revenues which 
it can dispose of ¢ 

Mr. Gotpsperc. Under the matters as they worked out under this 
resolution, as long as these bonds are outstanding, that is so. 

The CHarrMAN. What ingenious counsel worked all this out ? 

Mr. Gotpserc. Before my time, Mr. Celler. 

Mr. Hotrzman. You plead “not guilty” to this? 

Mr. Gotppera. I would have been proud to have done it, sir. 

Mr. Stneman. Now, let us get back to the 50 percent. We still have 
alittle bit of a loophole. 

Fifty percent of that special reserve fund could have been used by 
the States at their direction for anything which would increase the 
security of the bonds; is that not correct ? 

Mr. Gotpperc. I think this: 

That that is a fair—I think so. May I read it again? 

I believe that could have been done if it resulted in additional se- 
curity for the bonds. 

Mr. Stroman. Well, was there not a possibility, then—strike that. 

Did not the port authority at that time, in 1947, bind its hands and 
those of the States still further by committing those funds, that 50 
percent of special reserve fund bonds, in a covenant with its general 
and refunding bondholders, stating that from then on, it, the port 
authority, would maintain all reserve funds, general and special, at a 
minimum level not less than what would be sufficient to finance total 
debt service for 2 full years? 

Mr. GotpperG. No, sir. 

Mr. Stneman. Would you please correct the statement, sir? 

Mr. GotpperG. I do this often with our own staff. They say things 
like this, and it is just dead wrong. I understand how you made the 
mistake, Mr. Singman. 

I think you are referring to a resolution adopted November 13, 1947, 
sir. 

Mr. Stroman. Yes, sir. 

Mr. Gotprerc. That resolution established a policy of the port au- 
thority to have on hand, in all of its debt reserve funds, at all times, 
an amount equal to the debt service to be incurred over the next 2 years 
on all of its bonds secured by the general reserve fund. It did not 
create a contract to that effect, sir. 

It did create a contractual obligation that it would, to the extent it 
had excesses over the sum that you would compute equal to that 2 
years’ debt service, and only to the extent that it had that excess, use 
the money in the general reserve fund for purposes which—I am going 
to be inartistic now—other than mandatory debt service. 

In other words, except to the extent of an excess over the next 2 
years’ debt service, there would not be any debt acceleration, sir. 

Also, there was a further contract which required—which dealt with 
the ways the moneys in the general reserve fund would be invested. 
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Before this time, they were capable of being invested in, amo 
other things, the port authority’s own securities, which could be bough 
back and held in these reserves, Government bonds, certain others, 


This contract—it is not in contract form—but, in my opinion, it has | 


contractual effect. 

This resolution, sir, imposed upon the port authority the obligation 
that except to the extent of the excess over the next 2 years’ debt 
service, we would invest our general reserve fund only in U.S. Govern. 
ment obligations or cash on deposit, to enhance the liquidity. 

May I say, sir, that I detected from your previous questions ap 


inference that this was part of a problem to dispose of excess growing | 


reserves. 

Mr. Sineman. Not to dispose, Mr. Goldberg—to commit. 

Mr. GorpperGc. May I tell you why this resolution was adopted! 

At this time I was in the law department and in a position to knov, 

We were approaching at this time the first major, to my knowledge, 
authority financing of airports by revenue bonds which, as it has 
eventuated, would run into several hundred million dollars, as was 
foreseen at that time. 

In order to do that, these airports, everybody knew, were not 
going to make money the day they opened. They were in trouble 


in the case of the city of New York, in the case of the city of Newark, | 


These were the facilities we were going to operate under leases | 


from these cities. 

The major support—and the legislatures intended this in the legis- 
lation that they authorized to agree with the cities for the operation 
of the airports—the major revenue support was going to have to 
come from the general reserve fund. 

It was, therefore, necessary, in tidying up our financial structure, 
to present a front of assurance to the people who were going to be 
asked to buy these air terminal bonds. 

They were not general refunding bonds. They did not havea 
first lien. 

They could not have a first lien on the bridges and tunnels, which 
by this time were in the black. 

These were facilities which, on their own, were not going to carry 
their own weight fora while. 

So this resolution of 1947 was one of the steps that we took in order 
to strengthen our credit position so as to be able to attract the 
hundreds of millions of dollars we foresaw to be necessary for the 
air terminal bond financing. 

And, at the same time, we got into marine terminal bond financing, 
too, as you undoubtedly know from your study of the port authority 
finances. 

That is the reason for this 1947 action, sir. 

Mr. Sineman. Let me ask you this: 

As a result of this 1947 resolution that we are discussing, would 
it be possible for a bondholder to bring an action against the port 
authority in the event that it used special reserve funds—or in the 
event that the two States required the port authority to use a small 
portion of their special reserve funds for a measure which increased 
renee but which depleted the reserves below the 2-year debt. service 
imit ¢ 
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Mr. GoupperG. I think it is going to startle you, Mr. Singman, 
but the resolution of November 13, 1947, did not limit our ability 
| touse the special reserve fund in any way whatsoever. 

Mr. Stneman. Then are you saying—— 

Mr.Gotpserc. There is a limitation on our ability to use the general 
reserve fund for purposes which we theretofore could have used it, 
and restricted it in effect to mandatory debt service, except to the extent 
of this excess, you see. 

Mr. StvemaAn. In other words, are you saying that this resolution 


| was a gratuitous undertaking which does not have any contractual 
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obligation at all ? 

Mr. Gotpperc. That is exactly the opposite of what I have said as 
toalmost every word in the sentence, and I have said what the purpose 
was. 

Mr. Stroman. Mr. Goldberg, let me clarify my statement. 

Are you saying that with respect to the undertaking to maintain all 
reserve funds— 

Mr. Gotpperc. It was not an undertaking to maintain all reserve 
funds. 

Mr. Sineman. What was it ? 

Mr. Gotpnerc. I will do it again, sir. 

Mr. SincMAN. Just give me a word—do not go through the long 
explanation, because we will get confused again. If it was not an 
undertaking, what was it / 

Mr. Gotpperc. Well, I stopped you too soon. « am sorry, sir. 

Ishould have let you finish. 

[know what you are pyoin gtosay 

Mr. Sincman. All right. Please e stop me when I get off the track. 

Are you saying that this undertaking to maintain a minimum level 
of reserve funds at 2 years’ debt service — 

Mr. Gotpperc. There was no such undertaking; that is why I am 
sopping you. 

Mr.Stneman. What was the undertaking? 

Mr. Gotpperc. The undertaking, sir, was that the port authority 
vould not use the moneys in the general reserve fund except, in effect, 
for mandatory debt service, except to the extent that there were, in all 
of its reserve funds at that time, as defined in the resolution, an 
excess over the next 2 years’ debt service. 

It was also an undertaking that except to the extent that it had in 
those reserve funds 

Mr.Sineman. Wait a minute. 

Mr. Gotpperc. May I finish 

Mr. Sincman. Let us take this one at a time. You said it was an 
wdertaking not to use the funds of the general reserve fund for any 
purpose other than mandatory debt service, except with respect to 
wich funds that exceeded 2 years’ debt ser vice ? 

Mr. Gotpperc. May I reread it again? 

lam going to be inartistic, sir, and I am going to say that the intent 
was to prevent the use of the general reserve fund for debt acceleration 
8 distinguished from m: andatory debt service, except to the extent 
that there were in these combined reserve funds an excess over the 
next 2 years’ debt service as defined in the resolution. 
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Also, sir, there was the requirement that I mentioned before of 
further undertaking, although it is not in contractual language, | 
think it had that effect—a further requirement that the port authority 
would not, except to the extent of that excess, invest the general reserys 
fund in other than U.S. Government bonds or cash on deposit jy 
banks. 

Mr. Stroman. I understand that. 

We are focusing on the first part of that. 


Was not this undertaking, which further restricted the port ay. | 


thority in the use of its funds, an unusual measure / 

Mr. GotpserG. You bet, sir. 

We had an unusual credit problem; we needed unusual solutions 

Mr. Sincman. Do you know of any other corporate or governmental 
bonds agency that makes such a commitment ? 

Mr. Gotpserc. I do not know, sir. But the fact that I do not know 
would not be any proof of whether there is or is not. 

The Cuarrman. Do you know of any corporation that has such 
unusual provisions ¢ 

Mr. Goupserc. Mr. Celler, I do not know the financial structure of 
any corporation other than the Port of New York Authority. 

So I think it would be an entirely improper inference for me just 
to say “No,” and then leave it at that. I do not know of any other, 
but it means nothing. 

Mr. Sincman. Was not this 1947 resolution an example of the port 
authority's voluntarily and without partcipation by the legislature 
of either State committing the use of funds which might have beep 
placed at the disposal of the two States? 

Mr. Gotppero. Absolutely not. 

Mr. Stncman. It inno way did that ¢ 

Mr. Gorpserc. It did not limit any funds that could have been at 
the disposal of the two States. It only dealt with the port authority's 
right to use the general reserve fund, and the States had already 
expressly put it beyond their power to direct the use of the general 
reserve fund. 

Mr. Sineman. It did limit the use of the port authority to put its 
own funds to it ? 

Mr. Goipperc. Should I recite again what it did? 

Mr. SincmMan. Just answer yes orno. Did it or did it not limit the 
use to which the port authority could use its own funds? 

Mr. Gotpperc. To the extent I mentioned before, it limited our right 
to use the general reserve fund for debt acceleration: yes, sir. 

Mr. Sineman. Now, by the end of last year 

Mr. Goupserc. You see, Mr. Singman, as I explained to you, the 
air terminal bondholders whom we were going to approach at about 
this time, needed to have the absolute assurance, since the only thing 
they were going to have for a number of years was the general reserve 


OS ee es 


fund, that it was not going to be in any way depleted by purposes—ty | 


application by the port authority to purposes which would be per 
mitted to the port authority. 
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We were permitted, sir, to apply it to debt service, including ac- 
wlerated debt service. That is to say—we have done this, sir, to the 
extent of the excess over the 2 years’ debt service. If some of our 
bonds in the open market are selling in the seventies, and we have 
an obligation a few years from now to call that bond if we cannot 
buy it, and to call it at maybe 102 or epee in the contract, and 
viking at the seventies, we can fulfill our obligation to have that 
sinking fund at the point that it should be by buying it up in advance, 
at great saving to the public. 

Now, this is debt retirement acceleration : this is not mandatory debt 
grvice. And it was all very well for the general refunding bond- 
holder, when we are buying general refunding bonds, reducing the 
amount of bonds that would have a first lien on the Holland Tunnel 
and the other bridge and tunnel revenues. But the air terminal 
bondholder, whose first lien in those days was not going to be worth 
adime in the first year or two, he wanted to be Senten sure that 
the general reserve fund, which is where he was going to look to, 
was not going to be depleted by this permitted debt retirement in 
the form of acceleration. We knew that. 

We had consultants up from Wall Street firms to advise us as to 
how to package this thing. One of the first things they told us is 
you have got a hole in your general reserve fund setup, which was 
all right as long as you only had general refunding bonds. But if you 
are going to go into a parallel line which is not going to have first 
lien on the revenues of your bridges and tunnels, you have got to 
assure these bondholders that that general reserve fund is not going 
tobe used except when it has to be used. 

We said, “What if we have plenty else on hand in the special reserve 
fund?” What came out was if you had combined in all the reserve 
funds an amount equal to 2 years’ debt service, and then you had an 
excess, then no bondholder could complain if the excess could be 
wed for accelerated debt retirement, but not the basic 2 years’ debt 
ervice. That is the origin, that is the explanation. 

If it is unusual, I do not know. I think it is. I think it was a good 
idea, and it worked. 

Mr. Sineman. I think that is an excellent explanation of this. I 
appreciate it. 

sut let me ask you this: Wasn't the purpose of this, as I think you 
just said—I would like to point up the fact—wasn’t the purpose of 
this measure, this unusual measure, to protect the credit standing 
ofthe port authority, and to protect the bondholders of these new 
bonds that were about to be issued ? 

Mr. GotpserG. It was to make the bonds saleable, sir; yes. 

Mr. Sincman. Now, by the end of last year the total reserves in 
the port authority’s treasury exceeded even this 2-year debt service 

uirement in all of its reserve funds, did it not ? 

Mr. Goppera. The director of finance so advises me. 
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Mr. Stneman. But as you testified earlier, nonetheless, funds arp 
available for disposition by the two States except insofar as they 
use them for increasing the security of existing bonds; is that correct? 

Mr. Gotpserc. That would be my opinion, sir. 

The Cuatrman. I think this would be a good time to take a recegg 

I think we will adjourn now to reassemble tomorrow morning at 
9:30, when we would like to have the following for interrogation: 
Mr. Tobin, Mr. Goldstein, Mr. Goldberg, Mr. Doyle, and, in addition 
Mrs. Jaffe. 

Mr. Goxpstern. Mr. Celler, do you plan to adjourn these hearings 
at this time tomorrow evening ¢ 

The Cuarrman. I don’t know yet. 

Mr. Gotpsrern. I just wanted to be able to inform the others who 
are under subpena. 

The Cuatrman. Suppose I let you know by tomorrow. 

(Whereupon, at 4:50 p.m., the committee recessed, to reconvene 
at 9:30 a.m., Friday, December 2, 1960.) 

(The documents previously referred to follow :) 
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(The document referred to at p. 1464 follows :) 
AFFIDAVIT 


STATE OF NEW YORK 
COUNTY OF NEW YORK} 

JAMES J. DOYLE, of full age, being duly sworn, 
according to law, upon his oath, deposes and says: 

1. That I am Director of Finance of The Port 
of New York Authority. 

2. That in my capacity as Director of Finance, 
I am in close and frequent consultation with the J.S. 
Frelinghuysen Corporation, and, particularly, Mr. Freling- 
huysen, with respect to all aspects of the Port Authority's 
Insurance Program involving placement of hundreds of 
millions of dollars of insurance in such fields as bridge 
and tunnel, fire insurance and liability insurance. 

3. That I have reviewed two compilations, the 

first consisting of four pages which has been captioned 
"Entertainment and Gifts Provided Port of New York Authority 
Officers and Employees by J.S. Frelinghuysen Corporation 
(1959 and part of 1960)" and the second consisting of three 
pages which has been captioned "Entertainment and Gifts 
Provided J.J. Doyle, Director of Finance, and J.P. Olsen, 
Manager, Insurance Division, Port of New York Authority, 
By J.S. Frelinghuysen Corp. (1959 and part of 1960)" which 
were attached to the report read by Mr. Myron Rand into and 
made a part of the record of the proceeding before Sub- 
committee No. 5 of the Judiciary Committee of the House of 
Representatives conducted on November 30, 1960. 

4, That the aforesaid compilations which purport 


to cover "Entertainment and Gifts" for "1959 and part of 
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1960" do, in fact, cover a period of approximately twenty 
months; do, in fact, cover many persons other than James J, 
Doyle and John P. Olsen, and other Port Authority employees, 
and do, in fact, delineate instances of purported luncheons 
and dinners where the particular Port Authority employee 
noted as attending did not, in fact, attend such luncheon 
or dinner. 

5. That I have reviewed records made by me in 
the ordinary course of business detailing daily business 
activities, and that I have compared such records with the 
above described tabulations, and I find that the following 
items contained in said tabulations are incorrect in that 
I either did not have lunch with Mr. Frelinghuysen on the 
date in question, or if there was a business luncheon held 
on a particular day, it was at Port Authority expense: 

a) Committee Record Item referring to 
February 25, 1959, represents an expenditure by Joseph S. 
Frelinghuysen of $17.50 for luncheon and taxi cab expense 
for "J.J. Doyle", whereas my records above described show 


that on the day this item was noted, I was in attendance 


Committee Meeting at the Wall Street Club in New York City, 
at which neither Mr. Frelinghuysen nor any member of his 
staff was present; 

b) Committee Record Item referring to May 


15, 1959, represents an expenditure by Joseph S. Freling- 





at and had luncheon in connection with a Port Authority 
huysen of $14.80 for luncheon and taxi cab expense for | 


"J.J. Doyle", whereas my records above described show that 
Mr. Frelinghuysen had lunch with me at the Conference Dining 
Room at the Port Authority administrative offices, during 
which our Insurance Program was discussed, - the cost of 


such luncheon being borne wholly by the Port Authority; | 





ty, 
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c) Committee Record Item referring to 
May 26, 1959, represents an expenditure by Joseph S. Freling 
huysen of $15.00 for luncheon and taxi cab expense for 
"3,J. Doyle", whereas my records above described show that 
I lunched at Westchester Airport with Daniel B. Goldberg, 
then Assistant General Counsel of the Port Authority, and 
wm, Charles Hamilton, then a Commissioner of the Port 
authority; 

ad) Committee Record Item referring to 
June 30, 1959, represents an expenditure by Joseph S. Freling 
huysen of $14.00 for luncheon and taxi cab expense for 
"J,J. Doyle", whereas my records above described show that 
Mr. Prelinghuysen had lunch with me at the Conference Dining 
Room at the Port Authority administrative offices, during 
which our Insurance Program was discussed, - the cost of 
such luncheon being borne wholly by the Port Authority; 

e) Committee Record Item referring to 
August 25, 1959, represents an expenditure by Joseph S. Fre- 
linghuysen of $14.40 for luncheon and taxi cab expense for 
"J.J. Doyle", whereas my records above described show that 
Mr. Frelinghuysen had lunch with me at the Conference Dining 
Room at the Port Authority administrative offices, during 
which our Insurance Program was discussed, - the cost of 
such luncheon being borne wholly by the Port Authority; 

f) Committee Record Item referring to 
February 8, 1960, represents an expenditure by Joseph S. 
Frelinghuysen of $12.80 for luncheon and taxi cab expense 
for "J.J. Doyle", whereas my records above described show 
that Mr. Frelinghuysen had lunch with me at the Conference 


Dining Room at the Port Authority administrative offices, 
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during which our Insurance Program was discussed, - the cogt 
of such lunehon being borne wholly by the Port Authority; 

g) Committee Record Item referring to 
March 29, 1960, represents an expenditure by Joseph §. 
Frelinghuysen of $16.15 for luncheon and taxi cab expense 
for "J.J. Doyle", whereas my records above described show 
that I attended a luncheon meeting at the Banker's Club with 
a Port Authority associate and three representatives of 
Brown Brothers, Harriman & Co., and, further, that I met wit 
J.S. Prelinghuysen at 2:30 P.M. on the said date; 

h) Committee Record Item referring to 
April 14, 1959, represents an expenditure by Joseph §. 
Frelinghuysen of $37.88 for luncheon at the Carlton House 
for "J.J. Doyle, J.P. Olsen and C.M. Wahlberg", whereas my 
| records above described show that I, together with Mr, 
| Wahlberg, had a luncheon meeting in connection with Port 
Authority business at the University Club which was not at- 
| tended by any officer or employee of the J.S. Prelinghuysen 
| Corporation, and 


1) Committee Record Item referring to 





} 
| January 7, 1959, represents an expenditure by Joseph S. 
i Frelinghuysen of $29.25 for "Rental of Car for Port Authority 
| Meeting" and represents that the beneficiaries of this rental 


| 


| service were "J.J. Doyle, J. Kyle and J.P. Olsen", whereas 


! 
my records above described show that Mr. Prelinghuysen and | 
| Mr. Lawrence of the Frelinghuysen organization attended a | 


| 
i luncheon meeting in Dining Room "A" at the Port Authority 

|} administrative offices at which I, Mr. Austin J. Tobin and |} 
Mr. Carl M. Wahlberg represented the Port Authority, and at 


which there were two mpresentatives of the Home Insurance 
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company, and that it is my recollection that at no time 
during the remainder of January 7, 1959, was I a passenger 
in a vehicle rented by, or otherwise used, by J.S. Pre- 
linghuysen. 

6. The Committee Record Items following were 
represented to constitute "Entertainment" by the J.Ss. 
Prelinghuysen Corporation in the amount stated for the 
wuidersigned, together with other Port Authority personnel 
and no other persons, whereas the records I have examined, 
consisting of the business diary I maintain, reveal that 
such expenses as the Frelinghuysen Corporation incurred on 
those occasions were not incurred solely with respect to 
the persons listed in the aforesaid compilations: 

a) Committee Record Item referring to 
April 22, 1959, represents an expenditure by J.S. Freling- 
huysen of $45.47 for luncheon for"J.J. Doyle, J.P. Olsen 
and C.M. Wahlberg", whereas my records above described 
show that in addition to the persons so named, Messrs. 
Vanderbilt, Crawford, Field and Buge representing the 
Insurance Company of North America were also present at 
that luncheon meeting wherein insurance matters were dis- 
cussed; and 

b) Committee Record Item referring to 
December 16, 1958, represents an expenditure by J.S. 
Frelinghuysen of $25.00 for luncheon for "J.J. Doyle", 
whereas my records above described show that Mr. Lambert 


Gross was also present at that luncheon meeting during which 
inswance was discussed. 
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7. In connection with the aforesaid compilations 
read into and made a part of the above described record at 
the proceedings of Subcommittee No. 5 of the Judiciary 
Committee of the House of Representatives, I have testified, 
under oath, in the course of those proceedings, that the 
Item referring to January 22, 1960, and represented expenses 
incurred by J.S. Frelinghuysen of $75.00 for "Dinner, Tips | 
and Taxis, Cote Basque” with "Mr. & Mrs. J.J. Doyle” must 
be considered in light of the fact that on that occasion, 
my wife and I had as our guests at cocktails, the theater 
and dancing, Mr. and Mrs. Frelinghuysen on account of which 


I incurred expenses approximately equal to the $75.00 


attributed by the Committee Record Item to Mr. Frelinghuysen| 


for that occasion. My diary and check books disclose that 


on January 22, 1960, I incurred the expense of $40.00 for | } 
refreshments and $33.10 for theater tickets and that Mr. & 


Mrs. J.S. FPrelinghuysen accompanied the undersigned and his 





wife on that occasion. My records also indicate that I was 
not reimbursed by the Port Authority for the expenses so 


incurred. 


read into and made a part of the above described record at 


the proceedings of Subcommittee No. 5 of the Judiciary 


Committee of the House of Representatives, I have testified, 





| 


In connection with the aforesaid compilation 
under oath, in the course of this proceeding, that the 
items referring to Joseph S. Frelinghuysen's expense account 
for May 2 through May 9, 1959, and representing expenses | 


incurred in London and in Paris during that period for | 
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ons | "gntertainment" of the undersigned and John P. Olsen must 

t pe considered in light of the facts that the amounts so 
attributed were incurred on occasions participated in by 

ed, | J.S. Frelinghuysen and George McNeil, Vice President of the 
prelinghuysen Corporation, as well as by the undersigned and 


ses} | | John P. Olsen, and that during that period in connection 


8 || [with our visit to London to negotiate for insurance coverage 

: | with Lloyds of London, the undersigned and Mr. Olsen incurre 
substantial expenses, reimbursed to us by the Port Authority, 

| on account of meals, refreshments and tourism in which we 

ch | were joined by Joseph S. Frelinghuysen, George McNeil and 
representatives of various insurance firms and brokers 

sen, doing business in England. The records setting forth my 

at expense account for the period and the items mentioned in 


the immediately preceding sentence reveal that Mr. Olsen 
nis for an amount of approximately $640 representing expenses 
incurred by us as aforesaid in the company of Joseph S. 
Frelinghuysen and George McNeil and the other persons noted 


above. 





Lon 


) 
& and myself incurred and were reimbursed by the Port Authorit; 
at 





ied, 





Sworn to before me this 
oun’ 


/ day of Hincefe- » 1960. 
() a, a 
Cb ise, LAK C Quw 


N DANIF] TANENBAUM 

; ntee y | ivlic, State of New York 
: » 2439200 Kings County 

“rm Expires March 3, 1961 
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(The document referred to at pp. 1460 and 1464 follows :) ! 
AFFIDAVIT | 
STATE OF NEW YORK 
COUNTY OF NEW YORK Te 

JAMES J. DOYLE, of full age, being duly sworn, 
according to law, upon his oath, deposes and says: 

1. That I am Director of Finance of The Port of 
New York Authority. 

2. That in my capacity as Director of Finance, I am | 
in close and frequent consultation with the J. S. Frelinghuysen 
Corporation, and, particularly, Mr. Joseph A. Frelinghuysen, Jr,, 
with respect to all aspects of the Port Authority's Insurance 
Program involving placement of hundreds of millions of dollars 
of insurance in such fields as bridge and tunnel, fire insuranc 
and liability insurance. 

3. That in order to supplement my testimony before | 
Subcommittee No. 5 of the House Judiciary Committee and the 
affidavit I filed with the said Subcommittee on December 1, 1960, 

I have reviewed records made by me in the ordinary course of 


business detailing my daily business activities for the period 


December 1958 through July 8, 1960. I find that on the follow- 


ing occasions I was present at luncheons with representatives 
of the J. S. Frelinghuysen Corporation identified with respect 
to each particular occasion, which luncheons were paid for by 
The Port of New York Authority: 

| 


(1) January 7, 1959, luncheon at Port Authority 


(2) February 18, 1959, luncheon at the University 
Club attended by F. A. Heath of the J. S. Frelinghuyset 


Conference Dining Room attended by J. S. Fre] inghuysen, 
Corporation and a third person. 


| 


Club attended by J. S. Frelinghuysen, Jr. 


| 
| 
| 
| 
| 


(4) March 10, 1959, luncheon at Port Authority 


(3) March 3, 1959, luncheon at the University 
Conference Dining Room attended by J. S. Frelinghuysen 





Jr., George B. McNeill and F. L. Lawrence of the 
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sen 


sit 
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J. S&S. Frelinghuysen Corporation and by John P. Olsen 
and C, Wahlberg of the Port Authority. 

(5) March 18, 1959, luncheon at Port Authority 
Conference Dining Room attended by J. S. Frelinghuysen, 
Jr., &@ representative of Factory Insurance Association 
and John P. Olsen, L. S. Friedman and John M. Kyle of 
the Port Authority. 

(6) March 24, 1959, luncheon at Port Authority 
Conference Dining Room attended by J. S. Frelinghuysen, 
Jr., George B. McNeill and F. L. Lawrence of the J. S. 
Frelinghuysen Corporation and by C. Wahlberg, J. P. 
Olsen and L. S. Friedman of the Port Authority. 

(7) April 16, 1959, luncheon at the Golden Door 
Restaurant at New York International Airport attended 
by George B. McNeill, F. L. Lawence and J. S. 
Frelinghuysen, Jr. of the J. S. Frelinghuysen Corpor- 
ation, with transportation to and from New York 
International Airport being furnished by the Port 
Authority. 

(8) May 15, 1959, luncheon at Port Authority 
conference Dining Room attended by J. S. Frelinghuysen, 
Jr. 

(9) May 20, 1959, luncheon at the Golden Door 
Restarant at New York International Airport attended 
by George B. McNeill, J. S. Frelinghuysen, Jr. and 


by representatives of the Insurance Company of North 
America in connection with a tour of Port Authority 
facilities for which all transportation was provided 
by the Port Authority. 

(10) June 30, 1959, luncheon at Port Authority 
conference Dining Room attended by J. S. Frelinghuysen, 


+ 
uv . 
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(11) August 25, 1959, luncheon at Port Authority 
Conference Dining Room attended by J. S. Frelinghuysen, 
Jr. 

(12) September 9, 1959, luncheon at Port 
Authority Conference Dining Room attended by J. §, 
Frelinghuysen, Jr. 

(13) October 13, 1959, luncheon at Port Authority 
Conference Dining Room attended by George B. McNeill 
of the J. S. Frelinghuysen Corporation. 

(14) November 4, 1959, luncheon at Port Authorit 
Conference Dining Room attended by George B. McNeill 
and F. L. Lawrence of the J. S. Frelinghuysen Corpor- 
ation as well as C. Wahlberg of the Port Authority, 

(15) December 2, 1959, luncheon at Port Authorit 
Conference Dining Room attended by J. S. Frelinghuysen, 
Jr., F. L. Lawrence and H. Schmidt of the J. S. 
Frelinghuysen Corporation. 

(16) January 5, 1960, luncheon at Port Authority 
Conference Dining Room attended by J. S. Frelinghuysen 
Jr. and C. Wahlberg of the Port Authority. 

(17) February 8, 1960, luncheon at Port Authorit 
Conference Dining Room attended by J. S. Frelinghuysa 
Jr. 

(18) April 29, 1960, luncheon at Port Authority 
Conference Dining Room attended by J. S. Frelinghuysen 
Jr. and F. L. Lawrence of the J. S. Frelinghuysen 


Corporation and by John P, Olsen and C. Wahlberg of 
the Port Authority. 
(19) June 17, 1960, luncheon at Port Authority 


Conference Dining Room attended by J. S. Frelinghuysen 


Jr. 
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The aforesaid records, particularly my diary, reveal 
that during the period December 1958 to July 8, 1960 I was 
present at 13 luncheons or other business meetings with repre- 
sentatives of the J. S. Frelinghuysen Corporation, the expenses 
for which were paid for by representatives of the J. S. 
Frelinghuysen Corporation, 

4, That in order to respond to the request of the 
Subcommittee, I have reviewed the account submitted by me to the 
port Authority with respect to expenses incurred by me between 
May 2, 1959 and May 10, 1959 in connection with negotiations 
for placement of Port Authority insurance with Lloyd's of 
london underwriters. The account reveals that I incurred the 
following expenses, reimbursed to me by the Port Authority, on 
occasions when I was in the company of the identified repre- 
sentatives of the J. S. Frelinghuysen Corporation. 

(a) May 3, 1959 - dinner party at Cunninghams 
Restaurant, attended by J. S. Frelinghuysen, Jr. and George 
McNeill of the Frelinghuysen Corporation and the undersigned, 
J. P. Olsen and Mr. and Mrs. C. Devoy representing the Port 
Authority. The bill rendered by the restaurant for this function 
was in the amount of 23 pounds, 10 shillings and 6 pence 
(approximately $67). 

(b) May 3, 1959 - reception attended by J. S. 
Frelinghuysen, Jr. and George McNeill at Hotel Savoy given on 
behalf of the Port Authority for underwriters representatives, 


13 pounds, 1 shilling (approximately $36). 


@ 


(c) $38 on May 4, 1959, for dinner for th 


+ + 


undersigned, J. P. Olsen, J. S. Frelinghuysen, Jr. and George 


McNeill of the J. S. Frelinghuysen Corporation. 
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(d) $46 on May 5, 1959 for lunch for the under. 
signed, J. P. Olsen, J. S. Frelinghuysen, Jr., G. McNeill of 
the Frelinghuysen Corporation and two representatives of Lloyd's 
underwriters. 

(e) $14 on May 6, 1959 for refreshments for the 
undersigned, J. P. Olsen, G. McNeill of the Frelinghuysen 
Corporation, and two representatives of the Stuyvesant Insurance 
Company. 

(f) $75 on May 7, 1959 for dinner for the under. 
signed, J. P. Olsen, J. S. Frelinghuysen, Jr. and three repre- 
sentatives of a Lloyd's underwriter. 

(g) $14 on May 8, 1959 for late supper for the 
undersigned, J. P. Olsen, J. S. Frelinghuysen, Jr. and G. McNeill, 

(h) 19 pounds, 10 shillings (approximately $56) 
for refreshments through room service for J. S. Frelinghuysen, Jr, 
G. McNeill, the undersigned and J. P. Olsen on May 2, 1959, 

May 5, 1959, May 6, 1959 and May 7, 1959. 

In addition to the foregoing, I recall that in Paris 
I incurred the following expenses while in the company of 
J. P. Olsen, J. S. Frelinghuysen, Jr. and George McNeill, 
which expenses were not reimbursed to me by any person: 

(a) May 8, 1959 approximately $100 for entertain- 
ment at the Lido restaurant; 

(ob) May 9, 1959 approximately $47 for lunch at 


the Eiffel Tower restaurant; and 


er 


(c) May 9, 1959 approximately $10 for refreshments 


at the Hotel Continental. 
‘ 


5. That I have reviewed my personal records in 


addition to the above described records maintained by me in the 


course of my Port Authority duties and they reveal that on the 
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following occasions I incurred expenses, for which I was not 
reimbursed by any person, on account of my association with 
Joseph S. Frelinghuysen, Jr.: 

(a) January 22, 1960, the undersigned and his 
wife together with Mr. and Mrs. J. S. Frelinghuysen, Jr. 
attended the theatre and had refreshments thereafter in con- 
nection with which I incurred the expense of $33.10 for the 
tickets and $40 for refreshments; and 

(bo) In January 1959, I purchased 4 tickets for 
"sunrise at Campobelb” for the purpose of attending that play 
with my wife and Mr. and Mrs. J. S. Frelinghuysen, Jr., incurring 
an expense of approximately $40. Due to a sudden illness, 


Mr. Frelinghuysen was prevented from joing us on that occasion, 


Sworn to before me 


’ 


this 2 ” day of Rank 


lhe A Wi ‘ 


: FY 
unnal J. RUCK? : 
NOTARY PUBLI tote of New York 
5 


479068 





N tf ‘ 
Qualified in Wes: hester County 
expires March 30, 196] 
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(The document referred to at pp. 1460 and 1464 follows :) 


AFFIDAVIT 


STATE OF NEW YORK 
COUNTY OF NEW YORK} 

JOHN P. OLSEN, of full age, being duly sworn, 
according to law, upon his oath, deposes and says that: 

1. Set forth below are expenses incurred by me 
during 1959 and 1960 as Insurance Manager for The Port of 
New York Authority in connection with business conducted 
by me with the designated J. S. FRELINGHUYSEN CORP. personne] 
on behalf of The Port of New York Authority: 


January 15, 1959 Luncheon (Joseph S. $11.00 
jeolingtuween) 
New York City 
January 23, 1959 Dinner (Prank Lawrence ) 20.35 
New York City 
January 30, 1959 Iuneheon (J. S. Rosen) 12.50 
New York City 
March 4, 1959 Luncheon (J. S. Rosen) 7.10 
New York City 
March 12, 1959 Luncheon (Joseph S. 7.30 
ceoldeamaedt 
New York City 
March 19, 1959 Dinner (Joseph S. 12.00 
Pre linghuysen ) 
New York City 
May 2 through (Joseph S. Frelinghuysen 140.21 
May 8, 1959 and George B. McNeil) 


London, England 


May 29, 1959 Dinner (Frank Lawrence) 39.27 
New York City 


June 10, 1959 Dinner (Prank Lawrence 24.45 
and Stuart Hand) 
New York City 


September 17, 1959 Luncheon (Joseph S. 28.50 
Frelinghuysen and 
J. S. Rosen) 
New York City 
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september 18, 1959 Even Meeting (J. S. 
Rosen 
New York City 


october 6, 1959 Dinner (Joseph Ss. 
Frelinghuysen ) 
New York City 

April 25, 1960 Dinner (R. Byrd) 
New York City 

way 1, 1960 (Joseph S. Frelinghuysen 


and Prank Lawrence) 
Expenses in connection with 
trip to Hartford 


july 21, 1960 Luncheon (R. Byrd) 
New York City 


‘| october 4, 1960 Dinner (J. S. Rosen and 
Harold Schmidt) 
Chicago 


Qetober 5, 1960 Breakfast (J. S. Rosen 
and Harold Schmidt) 
Chicago 


1509 


$ 9.50 


26.39 


11.84 


13.35 


8.97 


18.50 


5 +25 


2. The Port Authority made reimbursement to me 


of $396.48. 


Sworn to before me this 
lst day of December, 1960 


Vpn t Jaevn? ter 


DANIEL TANENBAUM 
Notary Public, State of New Yors 
No. 243930200 Kin: Comm, 

form Expires 2, 1 


| i ( 
~L4Ra 


for the aforesaid expense items representing a total amount 
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FRIDAY, DECEMBER 2, 1960 


House or REPRESENTATIVES, SUBCOMMITTEE No, 5, 
THE COMMITTEE ON THE JUDICIARY, 
New York, N.Y. 
The subcommittee met, pursuant to recess, at 9:30 a.m., in court- 
room 705, U.S. courthouse, Foley Square, New York City, Hon. 
Emanuel Celler (chairman) presiding. 


Present: Representatives Celler, Rodino, Rogers, Holtzman, Toll, 


and Meader. 
Also present : Herbert N. Male i chief counsel: Julian H. Singman, 
associate chief counsel; Cyril F. Brickfield, counsel; and William H. 


Crabtree, associate counsel. 

ee Re »presentat ive Ray. 

The CuHarrman. The committee will come to order. The Chair 
wishes to make a statement. 

This committee has operated under the greatest handicap since the 
Port of New York Authority has demonstrated a complete lack of 
cooperation. In Ly lition, its representatives inc failing the executive 
director, Austin J. Tobin, have resorted to tactics not befitting public 
officials. 

These tactics have included misstatements and efforts to intimidate 
anable employee of the Federal Government. 

There is reason why the port authority is utilizing these tactics. 
The record that has been unfolded this last week is an amazing one. 
Among other things, there have been disclosed improprieties by high 
port authority officials, patronage payments and favoritism. There 
has been disclosed evidence of kickbacks to a port authority official 
bya realty firm. 

These facts and many more have been brought to light. It is of 
basic importance that the operations of the port authority shall serve 
the public interest. No longer may the public be allowed to remain 
in the dark concerning the operations of this public agency, whie h has 
thus far succeeded in enjoying practical immunity from any higher 
public authority. 

There is a clear danger that, unless the activities of the port author- 
ity are exposed constantly to public scrutiny and public criticism, an 
organization will have developed in American political life which 
is indey endent of the people and of their elected representatives. 

As s Chair has stated, the phase of the hearings which will con- 
clude this afternoon, is only preliminary. The investigation by the 
subcommittee will continue and additional hearings will be held in 
the near future. 
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The date of these hearings will be announced in due course, 

The press will be supplied with a copy of this statement shortly, 

Mr. Singman / ‘ 

Mr. Stneman. I would like to call back to the stand Messrs, Gold. 
stein, Goldberg, Tobin, and Doyle. 


TESTIMONY OF SIDNEY GOLDSTEIN, AUSTIN J. TOBIN, JAMES] 
DOYLE, AND DANIEL B. GOLDBERG—Resumed 


The CHatrMan. The committee will be in recess to allow the photog. 
raphers to take their pictures. 

(Brief recess. ) 

The Cuatrrman. The committee will resume. 

Mr. Singman ? 

Mr. Sincman. Mr. Tobin, in 1952, the port authority commenced 
a& new phase of long-term financing with the issuance of the new con. 
solidated bonds, isn’t that so? 

Mr. Topsin. That is correct. } 
Mr. Sineman. In the consolidated bond resolution adopted by the 
port authority on October 8, 1952, didn’t the port authority covenant 
with its consolidated bondholders that it would not issue new consoli- 
dated bonds at any time unless specified conditions were met with 

respect to the profitability of certain groups of facilities? 

Mr. Topix. Specified conditions as to earnings. I don’t accept at 
all your word “profitability.” Certain conditions as to the amount, the 
coverage of earnings, what we call the 1.3 coverage rule. 

Mr. Sincman. Well, in effect, then, didn’t the port authority cove- 
nant not to issue anv new consolidated bonds for a new facility, un- 
less the net revenues of the new facility, or net revenues from all port 
authority facilities, including the new ones, would equal at least 13 
times the applicable maximum debt service requirements / 

Mr. Gotppere. Could I help you on that, Mr. Singman / 

Mr. Stneman. Again, Mr. Goldberg, I realize I am oversimplify- 
ing, but I am trying to reduce it to language that is reasonably com- 
prehensible. 

Mr. Gorppere. I will try to do the same, with some minor correc: 
tions of what you said. 

What you said is not wrong in substance, sir, but it was not quite 
accurate. 

We did covenant that we would not issue new consolidated bonds 
unless one of four conditions existed. One of them, I think, you 
were quite proper to ignore. It was a refunding situation, where you 
end up with the same amount of bonds you started with, and it didn't 
change the basic picture. The other three conditions, I think, were 
what Mr. Tobin was trying to generalize about in the 1.3 times earn- 
ings test. The idea was that since this was to be an open-end bond } 
issue—that is to say, we were able from time to time, with no dollar 
limit on the total amount we could put out, to issue new bonds, the } 
bondholders needed some assurance that they were just not going te 
be flooded by an inundation of new bonds that couldn't produce earn 
ings to cover the bonds. | 

And so the basic ratio of 1.3 times was devised. 
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Now, the 1.3—and I am going to oversimplify also—was largely 
historical revenues that we had established. The thing that it was 
to be times was the maximum future prospective debt service in one 
of three categories. By maximum future prospective debt service, 
we meant the debt service, as you generally described it yesterday, 
that would occur in that year in the future where it would be at its 
highest. 

Now, the historical revenues we would have to show, and there are 
exceptions as you indicated, but by and large the historical revenues 
would have to show 1.3 times this highest future year’s debt service 

uirement. 

Now, what you were trying to indicate, I think quite fairly, was 
that there were three different ways that we could change this 1.3 
times earnings test application. If we were going to add a facility, 
it might be that the new facility in itself would have some established 
earnings, which would show that it could carry its own new bonds. 

Now, that would mean, of course, that let’s say the whole rest of 
the pack were not doing well in the last few years, maybe there had 
been gasoline rationing during the war, or something like that, and 
you wanted to take on a new facility, and it could carry itself on a 1.3 
times earnings test, it could be added to the family of consolidated 
bond facilities. 

Now, the second condition enlarged the group of facilities, and, 
therefore, the group of bonds that you would consider for making this 
balance test of the 1.3 times—that is the earnings times the maximum 
prospective future debt service. 

The second condition involved what we might call the family of 
consolidated bond facilities—the new one plus those which had been 
financed by consolidated bonds in the past, and on whose revenues 
consolidated bonds had a first lien. 

If this family of consolidated bonds could show, historically—and 
then there is an exception to that that is important—but anyhow, 
could show historically that its earnings, including the new facility, 
could cover the maximum future prospective debt service on all of 
the consolidated bonds then outstanding, plus the new bonds to be put 
out for the new facility, then again, you would have satisfied the 1.3 
times earnings test. 

The exception that I mentioned that is important was that in this 
condition, sir, it was recognized that you might have a new facility 
that you would want to finance by consolidated bonds which would 
have such a m: agnitude of debt that you might not be able to meet the 
13 times earnings test without taking—giving some consideration to 
the fact that the new facility which had no historical earnings was 
going to really produce something, and that we would be handi- 
rg if we had to put, say, $100 million of bonds on the debt service 

, or, rather, the debt service on those bonds on the debt service side 
in figuring the maximum future prospective debt service, without 
having anything on the earnings side to offset them in making the 
calculation. 

So there is a provision within limitations which would permit the 
port authority to add to the historical earnings, which are figured on 
412-month basis out of the 36 months pree eding the time of issuance, 
and there are some modifications of that, and we would be permitted 
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to add to these historical revenues estimated revenues for this new 
facility within a limit. 

The estimate could not exceed more than 25—could not exceed 9% 
percent of the total amount of the package of revenues that we were 
going to use in the 1.3 test. 

Now, if you were going to put, let us say, $100 million of debt for 
a new bridge, and you were going to estimate its earnings, it would 
not. be fair to exclude the possibility that that $100 million might not 
finish the bridge. 

If you were going to make the estimate on the debt service, you 
had to also figure what your estimated debt service would be on al] 
the bonds that you thought you were going to have to put out to start 
those earnings coming in which you were going to have to estimate, 

So that there is that provision in this situation. 

Also, I do not think we could make an estimate unless at the time 
the general reserve fund was full. 

Now, the third condition was one which enlarged the field still 
further, very much on the pattern of the second condition. 

This time I would say that we could generalize and say that the 
entire family of general reserve fund facilities, which at the present 
time is all the port authority’s facilities, could be used in a very simi- 
lar manner. 

On the one hand, you would be taking the historical revenues plus 
an estimate under the circumstances as I indicated in the second eon- 
dition, dealing only with the consolidated bond family, and you would 
measure these earnings, plus estimates, if you needed them, against 
the debt service in that year in the future, when on the mandatory 
schedule, as you would set it forth, you would have your heaviest 
burden, and then you had to have a 1.3 times coverage. 

And this would, of course, include the debt service on the new 
bonds. 

Always, that is what you were adding to the picture—so that you 
were testing your ability, really, to stay in a position where the bond- 
holders would feel that you were not diluting their security. 

If you could meet one of these three tests, then you could put out 
those new bonds. 

Mr. Sinoman. The ultimate effect of what you have said is, is it 
not, Mr. Goldberg, that in this consolidated bond resolution of 1952, 
the port authority undertook not to issue any new consolidated bonds 
to finance a new facility unless the historical net revenues of certain 
groups of facilities, as you have described, together with estimates 
of future revenues, if need be, equaled a certain figure of —I am trying 
to get a word that you would not object to—vyou do not like the word 
“profitability’—let us say a certain level of net revenues, so as to 
insure sufficient funds to pay off debt service ? 

Is that not correct ? 

Mr. Gotpserc. Well, Mr. Singman, I like to be able to adopt your 
paraphrases of my testimony. But I have testified to the best of my 
ability the way I underst: ind it. There is cert: ainly a lot of truth in 
what you say. But to the extent that you have paraphrased it, you 
have added nothing to what I have said. Maybe you have confused it. 

Mr. Stroman. I have not added. I have tried to subtract, to make 
it simpler, so that it is more easily understandable. I think lawyers 

can understand your explanation, but other people cannot. 
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Mr. Gotpperc. Then may I try to make a simplification, not for 
lawyers. You do not need to listen to this, Mr. Singman. 

The Cuarrman. We want to listen so a layman could get it. 

Mr. Gotpperc. Well, you are not a layman, sir. No one on this 
committee is a layman, sir. 

Mr. Tovv. But there are 437 Members of Congress going to read 
this report, and not all of them are lawyers. 

Mr. Goipserc. I will try a simplification under those circumstances. 

I would say, Mr. Singman, that we were not to issue new consoli- 
dated bonds for a new fac ‘ility unless we could show, under one of 
three conditions, that historical earnings of a facility, the new facility, 
or a larger group of facilities, or a still larger group of facilities, 
would cover, or had covered pretty much—not so much would cover— 
but had covered the debt service on the bonds that would be properly 
attributable to those facilities in that year in the future when that 
debt service would be at a maximum. 

Mr. Sineman. I think that is fine, Mr. Goldberg. 

Mr. Gotpperc. That is, of course, if it was not a refunding bond, 
where there was a fourth condition. 

Mr. SincMAN. Again this was a resolution which the port authority 
set out in a proposed bond issue in 1952, and it was not any require- 
ment imposed upon the port authority by statute, was it, except in- 
sofar as you might say that a statute in general requires the port au 
thority to be self-sufficient and to secure as much credit as it can. 

But specifically there was no statutory requirement that this 1.3 
test be met, is there / 

Mr. Gotpserc. There was not, sir. But if you want me to ex- 
plain— 

Mr. SincmMan. No, I think it is clear. The reason you did it was 
to be able to sell your bonds. 

Mr. Gotprerc. The reason we did it is to be able to carry out the 
rogram the States of New York and New Jersey expected us to. 
We had reached a point where we were not going to be able to do it 
under our existing financial structure. 

The Cuairman. But there was no statutory provision embodying 
theexact verbiage of this resolution. 

Mr. Gotppere. It would be a remarkable statute that tried to do 
that. It just isn’t done that way. And you are right, it was not done 
that ws ay thistime. It is never done th: at way. 

Mr. Tow. M: ay I ask one question. One of the problems that others 
have, that are not necessarily connected with the New York area, is 
the authorities that are now springing up all over the country, and 
have been for the past 10 years. And this may point up one of the 
difficulties that exists in the authority structure altogether, of obtain- 
ing the funds for the construction of the facility, and later obtaining 
additional funds for the construction of new facilities. We are now, 
it seems to me, getting right into the heart of the whole problem of 
the advisability of having an authority method, as against the other 
methods whic h can get direct revenue. 

Mr. Gotpnerc. It is an interesting comment 

Mr. Tout. That is what you are testifying about now. 

Mr. Goupserc. Certainly I have no purpose in testifying as to the 
extent that the port authority may have served as a model for others, 
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or the model may have been twisted or distorted or misused. And] 
almost would say, sir, that the quest ion of what method of finanej 
the States should use for the various facilities that perform servic 
to the people is a matter basically of State concern, Congressman Tol] 
I know that what you say has been a matter of concern for the Gover. 
nors of New York over many years. I know that in 1936 Gov, 
Herbert H. Lehman, in his annual message to the legislature, made 
the very point that you made. He said that the port authority model, 
he said it is a right application for this principle, its circumstances 
justified what the States are doing. 

It is being copied—he did not say it was being copied—he said the 
authority device is being used in many situations which do not fit the 
purposes of the original model. And that may very well be, sir, | 
—. not want to express an opinion. 

I do suggest, Congressman, that it does not seem to be the function 
of this committee to speculate on which technique any State should 
use for the financing oF i its activities, whether an authority method, a 
tax-supported method, a school district method. It hardly seems the 
business of Congress, sir. 

Mr. Ropino. Mr. Goidberg, is it not a fact that because of this 
method of financing, which is restrictive, that a situation such as the 
commuter problem, which has been with the people of the State of 
New York for so many years, has not been resolved, whereas under 
the resolution, wherein congressional consent was given to this com. 
pact, there is a responsibility on the port authority in the area of 
transportation / 

Mr. Gotpserc. Congressman Rodino, I am glad you asked me that 
question, sir. There are many government: al agencies which have 
responsibility in the field of commuter transportation. The first I 
might mention is the Congress of the U nited States. In the New 
York-New Jersey area, sir, I think the Congress of the United States 
has a definite responsibility to assist in the solution of the problem. 

The second governmental agency that I can think of that would 
have a responsibility is the State of New York for its share and the 
State of New Jersey for its share, sir. 

The third is the New York-New Jersey transportation agency cre 
ated by interstate compact between New York and New Jersey, con: 
sented to by the Congress on the recommendation of this committee, 
sir, and this subcommittee, sir. 

A fourth is the independent Office of Transportation of the State 
of New Jersey, and a similar office in the State of New York, sir. 

I probably could go on to specify others. Yes, sir; the port at 
thority is one which ‘has a responsibility, and it is trying to meet its 
responsibilities. I am not so sure Congress is, sir. 

Mr. Ropino. Well, we do not know whether or not your statement 
to that effect has any weight at all, because 

Mr. Gotprerc. You suggested we had a responsibility, and I was 
admitting it, sir. But I was trying to indicate that we are one of 
many, sir. 

Mr. Roptno. But that is not 

Mr. Goupperc. And that others are looking to it. I do not think 
Congress has yet shown much interest in it. But I think the State of 
New York has shown it is attacking its problem. 
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Mr. Ropino. So far as I am concerned, as a Member of Congress 
from the State of New Jersey, 1 know that I have tried to resolve it, 
and I know that I have sought in the area of the port authority 
attempts to resolve it. I see that here we have a resolution giving 
congressional consent to the port authority, wherein and whereunder 
there is a responsibility on the port authority which has, in my opin- 
ion, unless the statements of the port authority are wrong, the revenue 
with which to carry this on. 

And yet, because of this system of financing, it seems to me that 
you are not able to go forward. 

" At least this is what is advanced. 

Mr. Gotpperc. It is hard for me to answer complaints as general 
as that, sir, but I would like to say that this system of financing, by 
which I suppose you mean the pooling of revenues, is the only way 
that the port authority is going to be able to make a contribution to 
the solution of what the chairman calls the commuter crisis, and I 
think you probably agree with his words, sir. 

And, yet, we have had complaints not only that we are not going 
forward in this field, although we are, we are trying to, but also that 
we are proposing to me our revenues, 

You cannot have this both ways. 

We only can make a contribution in the field of commuter rapid 
transit if the pooling of the revenues continues. 

You know, sir, that it is a commuter crisis only because the rail- 
road operations cannot carry their own weight. 

If they could, the railroads would be delighted to continue in the 
business. 

It becomes a crisis and a problem for the Government to solve 
because these railroads cannot cover their operations. 

You know, and I know—I think juiviaie in this room knows— 
that everyone of them is operating on a deficit basis. 

Now, where is that deficit going to come from if the port authority 
is going to do anything in this field at all? 

rom the pooled revenues, which were accused—which we are 
accused in some way of having made mistakes in setting up. 

Rather, the States have made the mistake. The States have set 
up a program directing us to pool revenues—that is the only way we 
ran make a contribution to the commuter crisis you have described. 

And, yet, it is alleged on the one hand that this is a mistake, and 
cn the other hand we are not doing anything about the railroads. 

The Cuatrman. Mr. Goldberg, the port authority has been in ex- 
istence for 40 years, and there has been a failure to attack the com- 
muter problem. 

I would say that a number of agencies are responsible, including 
your own agency. 

Here we have a situation where you are creating more and more 
avenues of communication to bring more and more cars and automo- 
biles and trucks into a crowded city like New York. 

Conceivably a city can be destroyed, like an individual can be 
destroyed. ; 

If there is no solution to this very vexatious problem of automobiles 
versus commuter service, something is going to break. 

And the danger signals are up. 
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For example, there have been a number of symposiums condueted 
by the Academy of Political Science. I have before me the proceed. 
ings of the Academy of Political Science, June 1960 May 1960—~g 
very important contribution made to the subject, called ° ‘In Defense 
of the City,” by James Marston Fitch, professor of architecture of 
Columbia University. 

I am going to take time out to just read a portion of this very 
cogent address. ; 

He said, among other things: 


“In so far as the future of the city 
meaning New York and other cities 


is the subject of any responsible thinking at all, this thinking seems to be 
dominated by a kind of mad J/aissez-faire-ism. Subjected to a whole set of 
anarchic and destructive forces, the city is expected to prove itself, medieyg] 
style, in a kind of trial by fire and water. If it survives, this theory seems 
to go, well and good; if it succumbs, good riddance. This preposterous attitude 
permits the subsidy of all sorts of forces hostile to the city and yet forbids any 
defensive response. Thus no one sees anything improper in the Federal Gov. 
ernment’s spending 35 billions to move automobiles into the city. Yet respectable 
opinion pretends to be outraged at the obvious corollary—that Its, that there 
should be free tax-supported parking facilities to receive these cars once they 
have been dumped into the city 

The same kind of macabre non sequitur is apparent in all our thinking about 
urban transportation. Responsible men find it unobjectionable to subsidize the 
movement of people and goods by motor, barge and plane—-none of which could 
move a mile without the stupendous expenditure of public funds in highways, 
rivers and barges. Yet the same men boggle at the suggestion either «f subsidy 
to the railroads or of their nationalization 


I will skip a few words here. 

Then it goes on 

Thus the Port of New York Authority is allowed unilaterally to decide that 
the George Washington Bridge is to be double-decked to carry still more auto- 
mobile traffic instead of a rapid transit loop—still more automobile traffic instead 
of a rapid transit loop that was originally envisaged. This is a decision which 
is certain to complicate even further the already disastrous situation in trans 
portation between Manhattan and its western hinterland. Yet the social Dar- 
winists find nothing frightening in this picture. The fittest, they blandly assure 
us, Will survive. There is no guarantee whatever of this, in a situation such as 
this. It is quite possible to kill a city, just as it is possible to kill a sick patient 
by making his survival a matter of Darwinian’'s struggle between infected man 
and infecting microbe 

It strikes me that unless the port authority, a public agency— 
and I say along with others—attempts to attack this problem, New 
Y ork eventu: lly will be destroyed. 

I mean destroyed, because if cars keep piling up and piling up 
as a result of your competing with the commuter transit system to 
the transit system’s destruction, there will be no way of getting into 
this city, New York, exce pt by cars. 

And as these cars keep tumbling into the city, where there is only 
limited i particularly in the island of Manhattan, something is 
going to happen which is going to be highly dangerous to our future 


I wonder whether or not the port authority h: is sufficie ntly addressed 
itself to that propos: al. 

(Subsequently the port authority supplied a reprint of a news artl 
cle from the New York Times, dated April 30, 1960, and the reprint 
of a letter from Mr. Tobin to the editor of the New York Times, dated 
May 10, 1960. These documents appear at pp. 1566 and 1567.) 
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The CHAIRMAN. Now, in addition, I should like to read a statement 
of Mr. Herman T. Stichman, who is the trustee in bankruptcy of the 
Hudson & Manhattan Railroad Co. 

And I am reading from a release sent forth from the Hudson & 
Manhattan Railroad Co. under date of November 15, 1960: 


“No plan for improving rail commutation in the metropolitan area and thus 
reducing growing vehicular tariffic congestion which is throttling municipal 
progress cal succeed in attracting commuters unless it provides ‘home-to-office 
area service’ by connecting the suburban railroads physically with the New York 
City subway system so as to make possible an uninterrupted ride from the 
suburbs to city places of employment,” Herman T. Stichman, trustee of the 
Hudson & Manhattan Railroad Co., said today at a luncheon meeting of the 
Beonomic Research Roundtable held at the Bankers’ Club, 120 Broadway, New 
York City. 

Inspections of the Hudson & Manhattan Railroad Co. railroad and office build- 
ing properties by the Port of New York Authority pursuant to the statement by 
Austin J. Tobin, its executive director, before a New Jersey Senate Investigating 
Committee in September that the authority plans to negotiate for acquisition of 
the company’s properties, have been begun, Mr. Stichman disclosed. The 
trustee regards such acquisition as the first step in improving rail commutation 
and lessening vehicular traffic congestion since he believes that the port authority 
can control the number of commuters using vehicles by its power to build tunnels 
and bridges and raise or lower tolls. However, no conferences to endeavor to 
set a purchase price have yet been held since the port authority has said that 
it planned to await consummation of the reorganization plan of the railroad 
company before beginning actual negotiations, although Mr. Stichman has stated 
that he saw no reason for such delay. With reference to the proposed acquisition 
price and improved commutation, Mr. Stichman said: 

The announced idea of the Port of New York Authority as to the proposed 
basis of negotiation for our properties, while perhaps understandable as an 
initial approach to the bargaining table, is entirely unsatisfactory. It indicates 
that it intends to capitalize on the bankrupt status to which it had reduced 
this company by the subsidized vehicular competition it has sponsored by means 
of its tax exempt tunnels and bridges. This can only lead to recurrence of 
the growing public resentment of the authority’s methods of doing business. 
Austin J. Tobin of the authority, in testifying before the New Jersey Senate 
Investigating Committee as to acquisition of the Hudson & Manhattan prop- 
erties refers to acquisition on the basis of ‘present realistic market values’ and 
then goes on to mention some unrealistic figures. He refers to (1) a ‘market 
value’ of H. & M. securities of something less than $15 million on September 
27, 1960, and (2) an alleged finding by the Securities and Exchange Commis- 
sion that our assets would not realize more than $20,500,000 upon a sale to a 
private corporation. Even as preliminary bargaining talk, this is hardly a 
suitable approach for a public body responsible for the present bankruptcy of 
the Hudson & Manhattan Railroad Co. 

“As a matter of fact, the first reference by Mr. Tobin is to quotations indica- 
tive of a public reluctance to invest in bonds of a company reduced to bank- 
ruptey by port authority competition. However, it in no way supports any 
belief that all our bondholders, or any substantial part of them, would sell 
their holdings at such figures. That would quickly become apparent if anyone 
Were to attempt to purchase large blocks of the bonds through the exchange. 
Most holders would refuse to sell at anything near present distress quotations. 
The total of such bonds outstanding is over $42 million and in addition interest 
of $24 million is owed on these bonds. Further, this company issued over 
45 million in capital stock which cannot share in our reorganization, largely 
because of the losses incurred because of vehicular competition sponsored and 
subsidized by the port authority.” 


could go on and read further. 

But it strikes me there is some responsibility, at least for a very 
strong explanation, of why the port authority does not attempt to 
hegotiate on a more reasonable basis for the purchase of the Hudson 
& Manhattan, as one indicia that the port authority wants to help 
in the solution of this very vexatious commuter problem, and this 
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more vexatious piling up of cars in the city of New York, and the 
still more vexatious problem, if I may call it, of the tolls on the 
various avenues of communication entering the city that are operated 
by the port authority. 

Mr. Tosry. Mr. Chairman, this is a general subject of publie dig. 
cussion, in which I, as the spokesman for the port authority, am op 
the platform and in the press these days, and For many months per. 
haps for many years, all the time. The handling of the Hudson & 
Manhattan matter is a matter of my executive responsibility for the 
board. 

I think—I would appreciate it very much—I have made talks 
that have to do with the general subjects discussed by Professor Fitch, 
having to do with Mr. Stichman’s proposals, the other proposals and 
discussions pro and con on this matter, and the port authority’s proper 
sphere on them. I have made typically, I think, I would say, within 
the month a talk before the Regional Plan Association, a talk before 
the American Bridge, Tunnel & Turnpike Association, and I have 
submitted my position to the New Jersey legislative committee in 
Trenton a few weeks ago. 

I would appreciate it very much on behalf of the port authority, 
so that its position on these very important public issues may be set 
forth, if I might submit those papers for the record—to be inserted 
in the record. I will supply them during the day. 

The Cuarman. You shall have that opportunity. 

( Subsequently, the port authority by letter dated February 2, 1961, 
furnished remarks by Austin J. Tobin, Regional Plan Association, 
October 5, 1960; “Urban Transportation Today,” by Austin J. Tobin, 
November 15, 1960; and a statement by the port authority on the 
possible purchase of the Hudson & Manhattan sao the New Jersey 
Senate Commission, dated September 27, 1960. These documents 
appear at pp. 1569-1593. A further letter dated March 1, 1961, sup- 
plied an additional paper entitled “Metropolitan Growth and Metro- 
politan Travel Patterns,” presented by Frank W. Herring at the 
annual meeting of the highway research board on January 12, 1961, 
appears at p. 1604.) 

Mr. Ropitno. Mr. Chairman, I merely want to make this statement. 
Of course, I know that there have been discussions with relation to 
this commuter problem, which is, as Mr. Goldberg says, a commuter 
crisis, and of course I am glad that you suggest that a contribution is 
going to be made, or may be made toward the solution of this prob- 
lem by the port authority. 

Mr. Govppere. I hope so. 

Mr. Roprno. I think it is within the responsibility of the port au- 
thority to do so, and I don’t think that the position that you take, that 
Congress is the one responsible, and because there has been a failure 
to act in this sphere, that that relieves you of responsibility in a prob- 
lem that is so vexatious and that is a crisis now. 

Mr. Tosrn. Congressman—nevertheless, I would not assume that 
it is the concern of this committee of Congress—in fact, I would think 
its concerns might be in other directions. Of just precisely how much 
public funds the stockholders of the Hudson & Manhattan get for 
their properties—that is a matter that is going to be decided under 
the laws of the States of New York and New Jersey. But I assume, 
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if anything, as one public official to another, you would want to see 
as reasonable and fair expenditure of public moneys for that facility 
as we can work out. And I do not assume that there is any concern 
of this committee that the stockholders of the Hudson & Manhattan 

t any such extravagant sums as we are argued for by Mr. Stichman 
in the statement that the chairman just read. 

The CuarrMaN. He said the stockholders’ interests would be wiped 
out. , 

Mr. Tontn. The new stockholders is what I meant. The old stock- 
holders are wiped out. But new stock is being issued. 

Mr. Ropino. Mr. Tobin, I made a general statement of my position— 
in view of the fact that this congressional consent was given by the 
Judiciary Committee, and the congressional consent with regard to 
this resolution provided that there is responsibility on the part of the 
ort authority in this area. 

I know that this is an area in which we are all vitally interested. 
] put it to your attention now, and I merely make that statement be- 
cause Of the statement made by Mr. Goldberg, that Congress seems 
toeither avoid or relieve itself of responsibility. 

Mr. Gotpperc. I didn’t say that, sir. 

Mr. Roptno. Whether or not that is the case, I am not aware. I 
know that there is a commuter crisis, and in my opinion there is a 
responsibility on the port authority to meet this problem. And I don’t 
intend—and, of course, I don’t believe that anyone would exact un- 
reasonable action on your part. But I think that that action should 
be expected, the action for which you are responsible, should be under- 
taken. 

The CuHarrman. If I may inject at that point—maybe this com- 
mittee could be a vehicle by which the various forces could be brought 
together—not only the port authority—the city authority, and the 
Congress itself. I think the Congress may have to come into this pic- 
ture sooner or later, and work with the port authority, work with the 
city, work with the various States of New York and New Jersey and 
Connecticut. 

There must be some consolidated effort to develop this situation. 

Mr. Tosirn. It may reassure you, Mr. Chairman, to know that I am 
in constant contact with the mayor's office of the city of New York, 
working actively on this Hudson & Manhattan problem, with Gov- 
ernor Rockefeller’s office, working very, very actively on it, with 
Governor Meyner’s office, working very, very actively on it, and I am 
in touch with the legislative leaders of New York and New Jersey, 
and we are all working together on this Hudson & Manhattan problem, 
and we are coordinating our State efforts, I think, very efficiently and 
effectively. 

The CHarrman. Have Federal authorities been approached on it 
at all ? 

Mr. Tostn. There is no need for any Federal action whatsoever on 
this problem. It is completely a local problem. 

Mr. Go_pperc. Congressman Rodino, on the consent point that you 
mentioned, I think you remember that the consent reabletias of 1921 
said that nothing therein contained shall be construed as impairing 
or in any manner affecting any right or jurisdiction of the United 
States in and over the region which forms the subject of said agree- 
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ment. So that to the extent—and I think you will agree with me, 

sir—that the Congress has any direct responsibility in the solution 

of this crisis, it certainly was not given up in the consent. It Was 
reserved. 

Mr. Roprno. I agree with you wholeheartedly. I am not arguing 
that point. 

Mr. Stneman. However, isn’t it true, Mr. Goldberg, that so long 
as Mr. Tobin and the legislative leaders of the two States belieys 
there is no place in this problem for the Federal Government, that ther 
is no likelihood of the Peder ‘al Government or any agency of the Fed. 
eral Government getting together with the two States and the port 
authority to ac complish some solution ? 

Mr. Tosrn. Mr. Singman, I am talking about the very, very active 
Government work th: at is going on here about the Hudson and Map. 
hattan problem, and its possible transfer to the port authority, and 
how we are going to do that, and the authority of the two States to 
do it, and how it is going to be financed. And [ am ts alking about that 
active, very real, Hudson and Manhattan problem that is being ap- 
proached in very realistic fashion by the two States. In fact, I 
assume and hope that you will see legislation introduced in both 
New York and New Jersey along the lines of the legislation, the other 
port authority legislation that we have been talking about here, early 
in the sessions of the nig atures which are coming up in January, ] 
may be quite mistaken, but I rather take it for granted that there will 
be such legislation. And, of course, we couldn't proceed without such 
legislation. 

The CHarrMan. Isn't it a fact that the Interstate Commerce Com- 
mission has already come to the aid of the New York, New Haven & 
Hartford Railroad Co.? 

Mr. Tosin. They have advanced loans under that Federal Railroad 
Loan Act 

The CHarrmMan. Well, that indicates that the Federal authorities 

vitally interested, and have proffered aid. 

Mr. Topry. That is right. And in the commuter railroad equip- 
men program in New York, which we are working on very diligently, 
one of the keystones of the program is the help and cooperation of the 
ICC in guaranteeing some of the securities which will be sold privately 
to purchase ears for the Long Island, the New York Central, and 
having in mind all the awful financial difficulties of the New Haven. 

Mr. Roptno. Mr. Tobin, may I ask a question there? Is it not the 
bistate agency which envisioned the request for congressional con- 
sent to dea il with the commuter problem as well 

Mr. Tost. They are dealing with the commuter problems con- 
stantly, and, Congressman, you are very well aware of Governor 
Meyner’s program on that, in its various stagings, and that will be 
back for further implementation in its second year of operation be- 
fore the New Jersey Legislature in the coming session, too. And, of 
course, all these works hi ave to be closely coordinated. We are, be- 
tween Commissioner Palmer in New Jersey, Commissioner Wiprud in 
New York, and Dr. Ronan in New York, and Paul O'Keefe in the 
mayor's office here—we are all in constant communication and work- 
ing out these problems. 

Mr. Roprno. Would you care to answer this, Mr. Tobin / 
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Do you believe that a solution to this problem will be forthcoming 
within the reasonable future before the crisis reaches such a point 
that no solution 

Mr. Tostn. Yes. I think that the State of New Jersey and the 
State of New York and the port authority and other agencies here 
involved, and the Federal Government, through the ICC, are work- 

this problem out. It is very difficult. It is one of those torturous 

lic problems that all of us here live through. It is nothing 
Phioved in some magical formulas overnight. It goes through a 
process of public debate and discussion. 

Now, Congressman, I am very encouraged that we are meeting, all 
of us, this very difficult problem, and 1 think making great strides 
in meeting it. I think you will see in the next 6 months very great 
things accomplished—not solutions, because I don’t believe in these 
transcendental solutions of a problem such as this. I think they have 
to be faced in hard realistic financing and practical Government 
operations. 1 don’t think we are going to give any dream railroads to 
the commuters of New York and New Jersey, or any great monorails 
that will loop around the system. And we are not wasting our ef- 
forts on that type of thing. 

But the Hudson and Manhattan has got to be kept running, and 
those commuter railroads in New Jersey have got to be kept running. 
And the Long Island Rail Road and the New Haven commuter Sys- 
tem have got to be kept running. 

And we are in the period where they are all becoming the type of 
yublic responsibility, and there is nothing socialistic about it—it 
is the public responsibility that the subways were recognized as be- 
coming here in Manhattan and New York City years ago. And, of 
course, this great city couldn't exist without our subways. Yet 
they cost the public $100 million a year in subsidy, here in New York. 
And I think we get more in New York for our $100 million in sub- 
sidizing the subway system than any investment we could make. 

Well. to my mind, the whole commuter problem is going through 
those days that the chairman will recall, when Irwin Untermeyer was 
inthe process of bringing the city subway system from private hands 
over into Various stages of public operation. They move slowly. We 
don’t do these things in a democracy by great ukases coming down 
from the Kremlin. We quarrel and fight about it, and argue ways 
and means and methods. But we work them out. And this problem, 
I think, is at the stage where you are going to see very rapid evolu- 
tion in working that out, and not in the years ahead, but right in the 
hext year or so. 

Mr. Ropino. Mr. Tobin, I am glad to hear you say that. I say this 
very sincerely—knowing your reputation for being able to get things 
done, ] hope th: at this is one of the things you will get done. 

Mr. Torsrx. I don’t know how much my reputation for getting 
things done has been pummeled around here this week, but I will 
keep trying, Congressman. 

Mr. Hourzman. Mr. Chairman—Mr. Tobin, I join Mr. Rodino and 
the chairman and the members of the committee in expressing my 
delight at the apparently firm position you have taken today with 
respect to this terrible problem that we have. 
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About a year and a half ago, as I recall, there was an appropriation 
of some $20 million for the purchase of railroad equipment, is that 
correct ¢ 

Mr. Tosrn. That is right, Congressman. 

Mr. Hotrzman. Well 

Mr. Tosin. By the State of New York. 

Mr. Hourzman. Incidentally, I do appreciate all these talks yoy 
are making, too, because it recognizes that you are at least now mind. 
ful of your own responsibility to whatever extent it may be in this 
field. 

Mr. Tosin. My record and my speeches make it clear that I haye 
been mindful of that responsibility for many years, sir. 

Mr. Hourzman. Can you tell this committee, Mr. Tobin, whether 
any equipment has been purchased by this $20 million in about a year 
and a half ¢ 

Mr. Tosin. No; it has not. 

Mr. Houirzman. Can you tell me whether any equipment has been 
ordered ? 

Mr. Tosrn. No; it has not. 

Mr. Hotrzman. Well, I think you ought to use that know-how that 
you have, Mr. Tobin, and go out and get moving. 

Mr. Tosin. If you had sat with me in the negotiations with the 
Long Island and the New Haven and the New York Central] Railroad, 
and the negotiations, the times the Governor's office had to get into the 
negotiations, and the terrific difficulties that we have faced in these 
negotiations, if you lived through them, as I did, I think that you 
would feel as I do this morning that at the point I know we are in 
those negotiations, I think we have made tremendous progress, be- 
cause I never have been through such torturous and difficult negotia- 
tions in my life. 

Mr. Hottzman. I hope we get moving much faster from now on, 
Mr. Tobin. 

Mr. Tosrn. Many of those in private life who are critical of publie 
subsidies and whatnot become very, very ungiving when they eet 
into negotiations where a statute is passed that was supposed to 
and is written—I mean is expressly in the form of providing State 
advances on what might be cs Ned a leasehold basis to those railroads, 
And they become very anxious that those—very unhappy at the lan- 
guage of the statute and its language as to advances, and they would 
like it to be grants, 

And I have no statutory authority under the statute that the two 
legislatures have given me to give them grants—just to give you for 
the record some indication of the type of business difficulties that 
we have been working through in those. But knowing the problems, 
we are making quite satisfactory progress. 

Mr. Houttzman. Mr. Tobin, I appreciate your difficulties. 1 am 
delighted that you have been so mindful of the problem. I ra 
I reiterate and reallege, I hope you use all the know-how you have 
shown here to this committee to get really moving on this thing for 
the sake of the people of both States, because this cannot wait, cal 
not abide the problem of whether we are going to spend an extra 
million or $2 million. The people of this city are co concerned 





about stockholders and bondholders than they are with this terrible 
problem that confronts them. 
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And I know that you are aware of it, and I hope you use all the 
know-how you have shown to go out and get the job done. 

Mr. Tobin, I think you would be rendering a great service to all 
the le of both States, if you did that. 

i aceen. Well, anything you can do, Congressman, to establish 
that frame of cooperative approach to a to the Pennsyl- 
yania Railroad, which owns the Long Island, would be very helpful. 

Mr. Hotrzman. You call upon me or the chairman. If there is 
anything we can do, we will be delighted to cooperate with you. 

Ur. ieee, Thank you, sir. 

Mr. Gotpperc. Mr. Chairman, in the first article that you put in- 
to the record, there was a reference that I think should be explained. 
There was a reference by the author—it was not yours, sir, but it was 
his, and you read it—to a unilateral decision on the port authority’s 

rt to double-deck the George Washington Bridge. I wanted to 

int out, sir, that when the George Washington Bridge was first 
authorized, it required an act of Congress. The law has since been 
changed, but in those days it required an act of Congress, and it was 
received, and we had to submit the plans—— 

The Cuarrman. The act permitted it; it did not authorize it. It 
did not demand it. 

Mr. Gotpperc. You are being artistic now, sir. 

The CuarrmMan. We did not order it at all. We permitted it. 

Mr. GotprerG. You are right, sir, absolutely right. But the point 
lam making is that the plans of that bridge, which were submitted 
tothe Corps of Army Engineers for approval in accordance with the 
requirements of that statute, back in the 1920's, showed a double-deck 
bridge. And anybody who lived through that period—I did not, I 
was a small boy, sir—but you should remember that the public story 
there. There was no unilateral decision on the port authority’s part 
to double-deck the bridge. It was the understanding of the Poder 
Government, the Army Engineers, both States, the public and the 
port authority. 

Now, when it came time, sir, to reaffirm that authorization, because 
of the unfortunate experience I think was reviewed before of how we 
guessed wrong on our legal opinion on the third tube of the Lincoln 
Tunnel, we thought we had authority, sir, to double-deck the George 
Washington Bridge, but were not going to take a chance. 

We went back to the legislatures of both States to have a confirma- 
tion of that authority to build the second deck of the George Wash- 
ington Bridge. I think it is the overwhelming desire of the people. 

So my only criticism of the author whose article you put in, my only 
eriticism—God knows it is not my only criticism—but on this point 
I would like to correct the implication that the port authority uni- 
laterally made any decision. 

The Cuatrrman. All right. Professor Fitch stands corrected. But 
the point. is that if the commuter problem had been attacked some years 


Mr. GoupperG. It was not the problem all the way back, sir. 

The Cuairman. If the commuter problem had been attacked some 
years ago, we might not have had the necessity of putting a double 
deck on the George Washington Bridge. I do not know whether it 
would have been so—you might not. 
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Mr. Tosin. Mr. Chairman, the commuter problem has been attacked 
by the port authority as a matter of ab since 1925 or 1926; year 
after year, we have been in all types of public studies about it. We 
have spent millions of dollars through the years in studying the com. 
muter problem. And here as recently as 1956, we put up $800,009 
for an independent study by a group called—it was a public group— 
Metropolitan Rapid Transit Commission. 

And all of that has been studied, and actually the question of 
whether or not you could—and also exhaustively studied of whether 
you could put commuter rails across the George Washington Bridge, 
and the bridge is built for rails, and the second deck is being so cop. 
structed that if the picture ever changed, rails can go in there. But 
the answer to the studies that were made, they are public studies, this 
particular study is a study, I think, by Ford, Bacon & Davis, that was 
part of the study of the arterial system that Commissioner Moses and 
ourselves made a few years ago. And those engineers came to the 
conclusion, for a very clear reason, that it was not the answer to put 
commuter rails across the George Washington Bridge, because Bergen 
County is not naturally served by any commuter rail system on ap 
east-west basis. That isa bus operation. 

And so instead of rails across there, where we came out in the plans 
is to build a new bus terminal at the New York end of 178th Street 
of the George Washington Bridge, which will be completed with the 
second deck. 

So that point that you raise, sir, has been thoroughly studied. And 


the answer of all of the experts in it, our own conclusion is—I do not | 


think there is any serious quarrel with this—is that rails across the 
George Washington Bridge are not the answer. The George Wash- 
ington Bridge is a natural artery for picking up the buses on the 
great. sprawling areas of Bergen County, where they do not run out 
in any long line along a rail, but where they are mushroomed out, as 
our suburban areas mushroom out, and where separate lines of buses 
feed in and out to those areas, and do need a good modern bus terminal. 

You may have in mind, sir, that those buses now come down to 
rather shanty terminals around 169th Street, 168th Street, up on 
Washington Heights. And the idea is to wipe out those shanty termi- 
nals, and we are building the one big public bus terminal on the 
New York side of the George Washington Bridge that will be quite 


similar, though not quite as large, as our bus terminal at Eighth | 


Avenue and 40th Street. 


Mr. Horttzman. Mr. Tobin, for the past several years we have | 


heard quite a hue and cry about the need for Federal aid to eduea- 
tion. And we have had commission after commission, study after 


study, inquiry after inquiry, but no legislation, and no bill. And that 
has been because we have had reluctant brides in certain areas of our 
Government. I hope, I do hope, and I repeat it with all the emphasis 
at my command, that the port authority will not be a reluctant bride 
in this terrible problem that we have. And I hope that we stop study- 
ing and begin doing. That is the important thing, Mr. Tobin, 
Mr. Tosin. The obvious comments both ways I will let go. 
The Cuatrman. Mr. Tobin, you know, in Washington we have all 
kinds of committees studying this and that or what have you, and 
we have come to the conclusion, some of us, that a committee of study 
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js a group of the unknowing appointed by the unwilling to do the 
unnecessary. 

Mr. Tostn. I think what Congressman Holtzman has suggested 
ig that we should relax and enjoy it, and probably that would be a 
good rule of conduct all around. 

Mr. Stncman. Mr. Chairman. Mr. Tobin, you have stated here 
this morning, as you have stated many times before, that the port 
authority is not only ready and willing and eager to help in this com- 
muter crisis, but that it has done a great deal, and that any further 
work or any large-scale operation would, of course, be dependent 
upon either State authorization for the flotation of new bonds or some 
other kind of State help in this regard. 

But is it not true that because of the financial structure of the port 
authority, some of which we have gone over, and because of these re- 
strictions on the use of funds, that it is impossible for the port au- 
thority to use any surplus revenues that it may have to = into a 
kind of a fund for amassing moneys to be used for this problem ¢ 

In other words, is not the financial structure of the port authority 
such that in order to accomplish any major effort in this regard, it 
must get large funds that it cannot supply reba itself ? 

Mr. Tosin. Mr. Singman, if it was not for the type of assurance to 
bondholders’that you and Mr. Goldberg are discussing between you 
both so intelligently, if it was not for those assurances to bondholders, 
there would not be the faintest hope or possibility of the port au- 
thority being any help whatsoever, whatsoever in the rapid transit 

icture. 

Mr. Gotpnerc. I do not know, Mr. Singman—your questions started 
off with the statement of what I testified, but did not resemble very 
much my recollection of how I testified. Then it went into something 
which I respectfully submit was testimony of your own. I do not 
know if I really have a question here toanswer. 

If you are asking me whether we believe that we can finance the 
H. & M.. sir, I believe we can. We have not stopped ourselves—and 
if we had, obviously we would not have suggested the possibility of 
legislation to authorize it, 

The Cuatrman. But you have been working on this since 1925, this 
commuter problem, according to Mr. Tobin's statement. 

Mr. Gotprerc. Not me,sir. I was a small boy then. 

The CuatrMan. I am speaking generally—since 1925, that is what 
Mr. Tobin said. It is like what Mark Twain says about the weather. 
Everybody talks about it, but nobody does anything about it. 

Mr. Tostn. There has never been any problem about the wide sub- 
ject of commuter rapid transit, sir, that could not be solved by money. 

The Cuatrman. That solves lots of things. 

Mr. Hoirzman. Mr. Tobin, this is by way of being facetious. My 
mom used to tell me about a very honorable man, and it is not intended 
to apply here, who never denied owing an obligation and never paid 
tt. I hope you are not that old-fashioned type of honorable man. 
We want to get something done, Mr. Tobin. This is what we are 
trying to do here. This is not intended to reflect on your integrity. 
It is just an analogy of something my mom told me many years ago. 

The important thing is that we have this terrible, disgraceful prob- 
lem, and we cannot seem to cope with it. And at the risk of being 
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repetitious, I think the time is ripe. You are mindful of the problem, 
Mr. Goldberg says you have the capacity to finance at least thig be. 
ginning, this prelude to a solution. And I hope we get moving with 
it forthwith. 

Mr. Tosin. Throughout our record we have not only never denied 
an obligation, but always met and paid it. 

Mr. Houirzman. With the commuter problem too, sir?! 

Mr. Tostn. Yes, we believe so, sir. 

Mr. Strneman. Mr. Goldberg, as an illustration of what we haye 
been talking about concerning the effect of these financial restrictions, 


with respect to the initiation of new projects, let us examine, if you | 


will, the new restrictive covenant which the port authority added to its 
indenture for the 12th series of consolidated bonds issued in 1958, 


Now, did not this 1958 restrictive covenant for the first time limit | 


the usage of moneys in the consolidated bond reserve fund so that they 
could be used only to service general reserve fund bonds or facilities 
financed by such bonds / 

Mr. Goxrpsere. I think the answer is going to be “No.” 

But I would like to look at it. 

Mr. Stneman. I am talking about the first paragraph, sir. 


Mr. Gotpserc. I would just like to find it. My answer would be, | 


“no, sir.” 

Mr. Stneman. You say that the covenant— 

Mr. Gotpserc. Would you like me to explain, sir / 

Mr. Stveman. Yes. 

Mr. Gorppera. I think, Mr. Singman, that you feel that because this 
covenant appeared for the first time in the resolution that you identi- 
fied, that it added a new obligation to the port authority. 


In my opinion, sir, it was a codification, if you will, of an existing | 


restriction. 

Mr. Sincman. Then why issue it / 

Mr. Gorpserc. I would like to explain that—a very, very good 
reason. 

I think we have had very few areas of disagreement on legal mat- 
ters, and yet I think you know in every lawsuit, there are generally 
two lawyers, one on each side, at least t wo. 

Now, we had a situation here where, in my opinion, the opinion of 
general counsel, and the opinion of bond counsel, the moneys in the 
consolidated bond reserve—by the way, there are not any—the moneys 
that might come into the consolidated bond reserve fund—— 

Mr. Stneman. Excuse me, Mr. Goldberg, but as the G. & R. bonds 
are refunded by the issuance of consolidated bonds, it is likely that 
the consolidated bond reserve fund will start to fill up in the near 
future / 

Mr. Gorpperc. | hope, so, sir; that is right. 

Now, the consolidated bond reserve fund, which has a future butno 
present, is established by section 7 of what we call the consolidated 
bond resolution of October 9, 1952. 

And it is described as a fund pledged as additional security for com 
solidated bonds. 

Now, as a fund pledged for additional security for consolidated 
bonds, it has been the opinion of general and bond counsel that it 
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available, along the lines of our discussion of the special reserve fund 
yesterday , sir, only for purposes which would add to the security of 
consolidated bonds. 

Now, consolidated bonds have at the present time their principal 
curity in the general reserve fund; we agree on that, do we not sir! 

Mr. SincMAN. Yes. 

Mr. Gotppere. Then obviously the consolidated bond reserve fund 
to serve as additional security for consolidated bonds could only be 
expended in fields which would strengthen the general reserve fund 
family of facilities. Now, that is my opinion. 

During the time when this—sorry, sir—I do not mean my opinion. 

[ certainly concur in the opinion of general counsel and Shai sot 
el. 
Now, during the time when this matter first appeared in the resolu- 
tion, the time you identified, I think this is in the record also, there 
was a great concern in the State of New Jersey—there is still a great 
concern in the State of New Jersey—over the solution of what the 
chairman calls the commuter rail crisis. 

One of the suggestions made, I think irresponsibly, sir, was that the 

rtauthority should take over the whole abe 

The estimated annual operating deficits—operating deficits—pay 
them nothing—nothing to do with what it would cost to buy this 
headache—but the operating deficits in that picture would run, de- 

nding on how far it would go, whether it would be all the New 
ersey railroads or the New Jersey and the New York, or there on 
inthe New York subway system—would run up anywhere from $25 
toover $100 million a year, perpetual annual deficits. 

Mr. Hottrzman. Is this the operating deficit you are talking about ? 

Mr. Gotppera. Yes, sir. 

Now, here—a suggestion which we felt, and I believe you feel, sir, 
was irresponsible, in that the whole thing was the port authority's 
problem, not just a part of the—this was a suggestion that it was all 
the port authority’s fault, nobody else has any responsibility in it— 
that the port authority take over the whole thing. 

The bondholders whom we were going to, some three or four times 
ayear, to borrow some $100 million a year, started to get skittish. 

If we were going to take on $100 million a year, as they conceived 
itmight possibly be, operating deficits, plus what you might have to 
ervice, pay to service the debt on whatever you would have to pay 
the railroads to acquire this thing, along the lines of discussion over 
the price to be paid to the Hudson & Manhattan that we have had 
here this morning, then they knew that the security for their bonds 
was going to be diluted to the point of endangering and maybe de- 
stroying the security for their bonds. 

Now, I was asked, general counsel was asked, bond counsel was 
asked, can you issue—do you have the authority, on your say-so, to 
put out $100 million? They could give you the facilities for nothing, 
ad you would have a $100 million headache, if this presumption that 
[make ever became—$100 million a year—if it ever became a reality. 

And the answer obviously was no, you could not put yourself in the 
position to destroy the security of these bonds in that way, by any 
voluntary act on your part—voluntarily or involuntarily. 

Obviously, you could not destroy the credit of these bonds in that 
Way. 
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Then they started to say, “Where does it say this in the resolution?” 

And when you looked through and you did not find specific words 
which indicated that, and you said, “That is my opinion,” it became 
very clear very soon that if that opinion could only be inscribed, jp 
effect, in words in a resolution, you were going to calm the bond. 
holders, and they would appreciate the fact, which I think—the bond 
buyers, the investors, the people who would be buying the bonds jy 
the first instance from us, selling them, and the ultimate investors— 
that they would—if they saw it in writing, in effect, what up until 
then was a legal opinion, an irresistible legal opmion, in my judgment, 
that you were going to be able to get the price you were entitled to 
for your bonds. 

So what we did, sir, was to, as I say, codify, in effect, in the section 
that you mentioned, what, in our opinion, was the obligation of the 
port authority before, so that we were able to say, “Here it is.” 

Now, I attended, sir, syndicate meetings. I am told I should not uge 
the word “syndicate.” 

Mr. Sineman. I think even the investment bankers admit that, 

Mr. Govpserc. That is right. 

Now, I attended meetings of investment banking groups on the eve 
of port authority bond sales, and at that time the main question they 
wanted to know from the law department of the port authority is: 
“Can you put out—get into the railroad commuter situation, where 
you can be stuck for $100 million a year deficits?” 

And when this was in, and we could quote it, they relaxed, and we 
got the right price for our bonds. 

That does not represent any basic change in substance in our obliga- 
tions. 

Mr. Sinoman. But that is the question. The question is really 
whether it does. 

It may not reflect any basic change in your opinions, or in the opin- 
ions of bond counsel. 

But it does reflect a basic change insofar as this is concerned—that 
before that provision appeared in the bond resolution, there was a 
question. 

As you say, there could have been legal argument on either side, 

But after that appeared in the resolution, there was no longer any 
question. 

Mr. Goxnpperc. This could be added, Mr. Singman—that in the 
bond field, the degree of certainty with which you have to convince 
people who are going to part with $50 million at a time is a higher 
degree of certainty than the ordinary client asks from his lawyer ona 
matter where he is going to make a business decision based on legal 
judgment. 

You probably can advise a client, or any of you gentlemen who 
are in private practice, can advise a client : 

“There is no certainty in the law. All I can do is advise you on the 
basis of the precedents, my reading of the statutes, what the probable 
result will be if my judgment is challenged, and I even give you an 
opinion that it would not or will be challenged.” 

Then the client says to you: 

“Well, what are the chances that you might be wrong?” 

And you say: 
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“J am pretty sure I am right, but if you put it in percentages, I 
would say 60-40, or something like that.” 

And he says: 

“Tt is good enough for me.” 

In this bond field, when people are going to part with that kind of 
money, and they do not get the money back just because they parted 
with it—it has got to be a legal, enforceable obligation. 

And the other thing about that, sir, is that if you have, at the time 
there is a tightness in money, and there is always to a certain extent 
competition for money—if you have an 8-to-1 opinion, and there 
areenough 9-to-1 or 914-to-1, or 99-to-1 obligations in the market com- 
peting for the same money, yours do not get sold, and the others do. 

So you want to raise the probability all the time. And that was the 
purpose of this. vs 

So if you say we eliminated doubts, I say I hope so, sir. 

Mr. Hourzman. Is your answer “Yes” to the question, Mr. 
Goldberg / 

Mr. Gotpperc. My answer is “Yes,” sir. Emphatically “Yes.” 

Mr. Sinoman. Mr. Goldberg, looking again at your opinion with 
respect to how the moneys in the consolidated bond reserve fund could 
be used, it is your view, and I take it bond counsel’s view—I am 


' ying “you” or “your” in the corporate sense—it is your view that 


moneys 1n the consolidated bond reserve fund could be used only to 
increase the security of the bonds that are secured by that fund; is 
that not right ¢ 

Mr. Gotpserc. That is right, sir. 

Mr. Stneman. However, when we look at section 7 of the con- 
wlidated bond resolution, which has to do with the consolidated bond 
reserve fund, there are, I think, seven listed purposes for which the 
moneys in that fund can be used. 

And the seventh says: 

To any other or additional purposes for which the authority is now or may 
hereafter be authorized by law to expend the revenues of its facilities. 

Mr. Gotpnerc. This is what we went over yesterday in connection 
with the special reserve fund under the basic resolution underlying 
the sabre! refunding bonds that were first authorized in 1935. 

And my explanation to you 

Mr. Sinoman. But this language is different from the language in 
"he— . 

Mr. Gotpperc. Not in the respect you are questioning me. 

Itisa simplification, there are less provisos. 

Mr. Sincman. But it is not precisely the same / 

Mr. Gotprerc. That is right. It 1s not precisely the same. 

But what is the same, Mr. Singman, is that it, like the former pro- 
vision, and the other one I referred to, is introduced by language 


| which, of course, qualifies it : 


| 


That the fund is pledged as additional security, you see, for con- 
wlidated bonds. 

Mr. Stroman. That is in a separate sentence. 

Mr. Gotpperc. Well, it is a separate sentence, certainly. 

The first sentence establishes the fund for that purpose, and the 
#ond sentence says the money shall be applied to the following pur- 
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If you are arguing with me that maybe that was open to question 
now you know why the bondholders needed the section you mentioned 
before. 

Mr. Stnoman. Exactly. 


I am simply trying to point out that there was a real question 


here, before the resolution was adopted. 

Mr. Govpperc. I am sorry, sir. My general counsel was advyisin 
me that perhaps I had not emphasized the fact that the words, “ad@i- 
tional security” for the bonds, are the key words in each case, 

Mr. Stneman. That is in the first sentence / 

Mr. GoipperG. That is right. That is in the first sentence, 

If we are having an argument about the meaning 

Mr. Sincman. We are not arguing at all. 

Mr. GoupperG. Do we agree where we came out: That the opinion 
we had codified in that other section ¢ 

Mr. Stneman. I do not think we come out there at all, Mr. Gold. 
berg. 

I think where we do come out is that before this consolidated bond 
resolution of 1958 was promulgated by the port authority—— 

Mr. Goxrppera. Before the contract was entered into. 

Mr. Stneman. All right—before the contract was entered into, 
which was written by the port authority, there was a doubt in the 
minds of the bondholders—and I submit because of this language, a 
reasonable doubt—as to whether what actually came out of this res- 
olution was, in fact, law before it was entered into, or not law, but 
a contractual obligation before it was entered into. 

Mr. Gorpperc. I have answered your question already, and I could 
not answer it any better. 

Mr. Stnomayn. All right. 

The CuarrmMan. Next question. 

Mr. Sineman. Now, let us turn to the second paragraph of that 
same restriction, Mr. Goldberg. 

This was also issued for the first time in 1958, and did not the second 
paragraph of that restrictive covenant limit the issuance of new con- 
solidated bonds by the port authority so that bonds could not be issued 
for any new facilities unless the port authority certified—unless the 
port authority certified that in its opinion—that is to say, in the 


opinion of the port authority, the new facilities would not impair | 


the credit standing of the authority, or the investment status of its 
bonds for a period of not less than 10 years, but at least for the dur- 
tion of the life of the bonds? 

Mr. Gotpperc. That is a fair paraphrase, sir. 

Mr. Srnoman. Is it not a fact that this new restrictive covenant, 
which was entered into for the first time in 1958, and has appeared in 
every indenture issued by the port authority since—this new restric 
tive covenant was entered into—strike that. 

Does not this restrictive covenant, in effect, put the port authority 
in a position where it cannot, without risking legal action—it cannot 
enter into any new facility or financing of a new facility unless the 
port authority, itself, is willing to certify that it would not impair 
its credit standing ? 

Mr. Goxpperc. Well, Mr. Singman, the purpose of this, I think we 
agree on. 
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The only thing new here was, as you point out, that instead of it 
being a lawyer’s opinion based upon the facts as they would be pre- 
sented to him, as to whether or not the particular new bond issue was 

ing to wreck or impair the ee credit of the port authority 
and the particular bonds involved, it was felt, as I explained to you 
before, because lawyers’ opinions typically invoke counter lawyers’ 
opinion, as you and I have demonstrated this morning, and then you 

into the line as to what the percentages would be, and what is a 
reasonable doubt, and so forth. 

It was felt that the only way you could give the bondholders the 
type of assurance they required at that time was to have it certified 
in black and white by the responsible officers appointed by the two 
Governors to make that determination. 

Mr. Hotrzman. Then the answer again is “Yes?” 

Mr. Gotpperc. Well, sir, it may be that I should say yes and then 
explain. 

ealain and say yes. 

Mr. Hotrzman. Is the answer “Yes” to Mr. Singman’s question? 

Mr. Gotpperc. I have forgotten his question now, sir. 

Mr. Hotrzman. You have not forgotten anything, Mr. Goldberg. 

Is the answer “Yes?” 

Mr. Gotpserc. I would have to ask—— 

Mr. Hottzman. Repeat the question. 

Mr. Go_pperc. Let me see if I can remember it. Is it that for the 
first time the certification of the port authority commissioners was a 
condition to the issuance of these bonds / 

The answer is “ Yes,” sir. 

Mr. Singman, I think you will agree with me that before this was 
adopted, the commissioners of the port authority could not conscien- 
tiously or legally have issued bonds which would have impaired the 
security of the existing bonds. 

I think you will agree with me on that. Therefore, the require- 
ment — 

Mr. SincMan. I would rather not. 

Mr. GoupperG. All right. Then I will state the opinion in the cor- 

rate sense—of course there is no corporate practice of the law 
ere—but in the corporate sense you have Leatind 

It is our opinion, sir, that the commissioners of the port authority 
could not legally and certainly not conscientiously have authorized 
the issuance of new bonds which would have substantially impaired 
the security and credit standing of bonds already outstanding. 

Now, all this did, sir, was to give that sort of black and white proof 
that the bondholders who were skittish required at the time as a sub- 
stitute for that legal opinion, which we would have gladly given and 
could give in the absence of this. 

_ Mr. Stneman. In other words, this provision, as the other one, was 
inserted simply to calm bondholders ? 

Mr. Gotpperc. The port authority can’t exist without calm bond- 
holders, sir. 

The CHarrmMan. You can answer “Yes” on that ? 

Mr. Gotpperc. Yes, sir; yes, indeed, sir. 

The Carman. Well, why don’t you say yes without going into a 
dissertation on what yes means. 
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Mr. Stneman. Isn’t it a fact that at this time, in 19! O5—as a matter 
of fact, I think you made reference to it—there was pending in the 
New Jersey Legislature a bill which I think was called assembly 
bill 16, which I think Mr. Tobin testified to, would have imposed upon 
the port authority responsibility for the entire commuter yj 
program ¢ 

Mr. Gorppera. Yes, indeed, sir. The Legislature of New Jersey 
rejected that. , 

The CHatrrMAN. You say yes; that is sufficient. 

Mr. Gotpperc. I accept every word he said. 

Mr. Stveman. Isn't it true that after this 1958 resolution came out, 
and in fact before the hearings were held on this New Jersey bill, jt 
became possible for the port authority to point to this language and 
say, “We cannot certify that taking over these facilities and issuing 
bonds on these facilities would not impair the credit st: anding of the 
port authority. Therefore, we are bound by contractual obligation, 
We cannot take over these railroads.” 

Mr. Gorpperc. We had been bound anyhow. But certainly after 
that we were able to point and say we could not certify to what we 
otherwise would have to advise they couldn't have legally done 
anyhow. 

The CHarrMan. So that the State legislature was powerless, 

Mr. Gotpserc. They had been before, sir— 

The CuarrMan. The State legislature was powerless. 

Mr. Gotpperc. At what time / 

Mr. Tosrn. Mr. Chairman, had they passed that bill at that time— 
and I testified at great length on that bill—it wouldn't have been 
worth the paper it was written on, because you couldn't have sold 
a bond on such a bill. 

The CHarrmMan. That is another matter. Maybe they couldnt. 
That might have been the result. That would be unfortunate, in- 
deed. We are just trying to build up how this financial structure 
developed. That is all we are trying to do now. This is not in any 
nature of recrimination at all, it is not accusatory at all. 

Mr. Go.pserc. Sometimes I get that import from Mr. Singman’ 
questions, and I try to resist it, sir. 

Mr. Toix. The question is this represents some of the burdens and 
the problems and the conditions which affect the operation of the 
port authority. 

Mr. Govpperc. We are glad to do anything we can to help e& 
plain it. 

Mr. Sinegman. Mr. Goldberg, isn't it possible that perhaps after 
Mr. Tobin testified before the committee, the committee could have 
been—that the New Jersey committee could have been impressed with 
what he said and amended the bill to say, “Well, Mr. Tobin obviously 
is correct. We cannot saddle the port authority with a $120 million 
annual deficit. But we could saddle them with a $300,000 annual 
deficit” which was the deficit of the Hudson & Manhattan Railroad. 
However, with this provision in the indenture, in your bond inder 
tures, you could say, “We couldn't even undert: ike that because we 
cannot certify that it will not impair our credit standing.” 
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Mr. GotpBerG. Several answers, because it was a compound ques- 
tion. at 

Mr. HottzmMan. See if we can refine it. Is the latter part of Mr. 
Singman’s question right—that you would have the right, under this 
cause, to say, “This might impair the credit of the port authority, 
and therefore we will not consider it at all because we cannot certify 
that it would not.” Isthat a fair statement ? 

Mr. Gotppere. No, sir. 

Mr. Hortrzman. That you would have the capacity to do so, not 
that you would. 

Mr. Gotpnerc. The commissioners of the port authority are not go- 
ing to certify a lie—either in their opinion something is so or it is 
not so—any more than the general counsel will give an opinion on 
the legality of bonds if he doesn’t believe it isso. 

Mr. Hotrzman. Mr. Goldberg, would this have been the fact or 
would it have been untrue / 

Mr. Gotpsere. I will try to answer it this way, Congressman Holtz- 
man. The deficits that we contemplate for the H. & M. are not 
$300,000, sir, but on the order of $5 million a year. We obviously 
believe that the commissioners of the port authority can certify that 
sch an anticipated deficit will not substantially impair whatever 
here may not be substantially impaired, and may so certify. Under 
the circumstances of the legislation that we hope—— 

The Cuarrman. Mr. Goldberg, this is a very simple matter. 

Mr, Gotppers, It is not, sir. It is one of the most complex matters 
inthe world. 

The Cuatrman. All right. You can answer any way you wish, but 
don't take too long. Doesn't that resolve itself into the following: 
you would have the right to certify or not to certify ¢ 

Mr. Gotprerc. We would have the duty, sir. 

The Cuairman. But you would have the right either to do one 
thing or the other‘ You would have the right to do that? That 
vould be your privilege ¢ 

Mr. Go-ppera. Sir, it is not the privilege to falsify, sir. 

The CHarrMAN. You have the power, then. 

Mr. Gotpnerc. You have the right to certify to the truth, sir. I 
ant answer it any better. 

Mr. HontzmMan. Well, would you have the power? 

Mr. Gotpperc. To do what, sir? 

Mr. Hovrzman. To certify that this might impair the eredit of the 
port authority. 

Mr. Go_prers. If you believed it was true, sir. 

Mr. Hourzman. Whether you believe it is true or not. I am not 
suggesting that you would falsify. The question is, Would you have 


. 


the power / 

That is not a difficult question for a brilliant lawyer to answer. 

The Cuatrman. I will take it this way. There is no use—we will 
goon like Tennyson’s brook here. 

Mr. SINGMAN. Mr. Goldberg, isn't it a fact, if I can just clear up 
this one point—you have been assuming all along here that when the 
suance of a new series of consolidated bonds comes up, that the 
ommissioners are going to be asked to certify one way or the other. 
But isn’t it true that that is not the language of the resolution? The 
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language of the resolution merely says that the bonds shall not iggy 
unless the port authority shall certify that it does not impair the 
credit standing. We have been very technical, Mr. Goldberg. § 
let's be technical once more. Isn’t it true that it would be perfectly 
legal and moral and ethical under the wording of this resolution for 
the commissioners to believe that it would not impair the credit 
standing and still not desire to certify to that fact? 

Mr. GoupBerG. You see—— 

Mr. Stneman. Yes or no, Mr. Goldberg. Isn’t it true, under the 
wording of this resolution ? 

Mr. Gotpperc. Mr. Singman, let me try it, please—yes or no in this 
field is just not fair. 

The Cuarrman. I will give you 2 minutes to answer. 

Mr. Gotpsere. I will try. 

The question comes up only when the port authority is proposing to 
put out consolidated bonds or other general reserve fund bonds for 
an additional facility. Then, as a condition for their ability to issue 
those bonds, it must be accompanied, if it is in that situation, with 
such a certification, which, as I say, substitutes for what otherwig 
would have been a general counsel opinion that they had the power, 

Is that 2 minutes, Mr. Chairman ‘ 

The Cuarrman. I think your explanation requires an explanation, 

Mr. Tosrn. I have an answer, I think, a short answer to it. 

Your question, Mr. Singman—it is entirely possible that you could 
get in the future, we will say, some wooden-headed commissioners of 
the port authority who simply would vote no on every project that 
would come along. And he would have the power to vote no on itu 
to the time the Governor pulled him up and asked him what the hel 
was the matter with him. 

The Cuarrman. That is right. That is what we are trying to get 
at. There is no question about it. I don’t think you would do that. 
I know you wouldn't do it. But—sometime in the future something 
like that might happen. 

Mr. Tostn. Sometime in the future we might get wooden-headed 
commissioners. 

Mr. Hortzman. Therefore, it would be important for us to know 
whether you have that power. 

The Cuatrman. You see, Mr. Goldberg, we could have stopped all 
this if you had answered directly. 

Mr. Stnoman. At any rate, isn’t it true, Mr. Tobin, that in the 
event that the port authority was unwilling to issue new bonds fora 
particular—a given project, that the State legislatures could not direct 
the authority to do so against this covenant, Cenaal of the existence of 
this covenant ¢ 

Mr. Gorpperc. I don’t think they could have directed them, sir, in 
the absence of the—well, they could have directed—— 

Mr. Sincman. We have some question as to whether they could or 
couldn't. Let me ask you this. Isn't it clear, after this, that they 
couldn't direct you to do it ¢ 

Mr. Gorppere. It is clear that any such direction which required 
them to issue a certification which was contrary to their consciences, 
I suppose would be unenforceable. 
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Mr. Stneman. But isn’t it true, Mr. Goldberg, that whether it was 
contrary to their consciences or not, if the State legislatures wanted 
them to do it, and the port authority was unwilling, for whatever 
reason, conscience or no—was unwilling to certify, the State legis- 
latures would be powerless to direct them to do so? 

Mr. Gotpperc. I don’t agree with that at all. If the State legis- 
jatures directed us to do something, and this certification could con- 
gientiously be made, I do not think they could say no, sir. 

Mr. SrncMaANn. Well, the resolution doesn’t say So. 

Mr. Gotpsera. I interpret it the way I just said. 

The CuHatrrmMan. You Batter amend your resolution. 

Mr. Stneman. As we mentioned before, the Bridge, Tunnel Unifi- 
cation Act of 1931 permitted the consolidation of revenues from all 
facilities and the payment of debt service on these bonds regardless 
of the source of the revenue; isn’t that so? 

Mr. Gotpperc. Well, don’t ask me to paraphrase it again. We have 
discussed it. 

Mr. Stneman. Isn’t it a fact that since that unification of bridge- 
tunnel facilities, and the consolidation of revenues into the general 
reserve fund, it is extremely difficult, if at all possible, to determine 
whether, and to what extent, debt incurred in connection with a par- 
ticular facility is still outstanding ¢ 

Mr. Gotppera. I would agree with that, sir. 

Mr. Stneman. In consequence, the port authority is unable at this 
point to state the extent to which any of the bonds currently outstand- 
ing reflect debt on any specific facility 

r. Go_tpserc. Without making assumptions, sir, that would be 


ht 
a Stneman. As a result, isn’t it a fact that the port authority 
cannot certify at this point the extent to which the original invest- 
ment in the Holland Tunnel, for example, has been amortized. 

Mr. Gotpperc. In the case of the Holland Tunnel, you would have 
to make very—well, my director of finance thinks he has an answer. 
He says the answer is “Yes.” 

Mr. Stncman. Thank you, Mr. Doyle. We all appreciate that 
answer. 

Mr. Hoirzman. Just a simple “Yes”? 

Mr. Dore. It is impossible to—— 

Mr. Sineman. Well, as a matter of fact, Mr. Goldberg, I think you 
80 testified once before when you were feeling more generous, at the 
Delaware River Port Authority hearings, before the House Com- 
mittee on Public Works, in May and June of 1952, on page 63 of 
those hearings. You said: 


It is very hard to give an exact answer to that 
and the question was substantially similar to this— 


in view of the pooling provisions. The pooled revenues constitute the base for 
the pledging of bonds for group projects. Then you start getting into refunding 
operations and lose all track of what goes where after a while. I do not think 
the George Washington Bridge amortized its cost yet, but I think it would be 
very difficult to establish that exactly from the records. 


Mr. Hotrzman. Don’t you think it would be important for the 


bondholders to know the financial status and the amortization and 


the reduction of the obligation on the facility for which they have 
purchased bonds? 
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Mr. Gotpperc. Well, Congressman, you are right. But I think that 
you are assuming 

Mr. Hotrzman. Is the answer “Yes”? 

Mr. Gotpserc. The answer is “Yes,” but he hasn’t purchased the 
bond to finance a single facility, you see. He has bout a bond that 
contributes to the whole family of facilities. 

Mr. Hourzman. More importantly, don’t you think the users of 
these facilities, who pay tolls, are entitled to know to what extent the 
debt has been sodeeslaasl amortized ? 

Mr. Gotpperc. Well, the report on what the debt is is certainly 
shown, sir. It is published annually. The allocation to a particular 
bridge or tunnel is what I testified then and testify now is difficult, 
What the debt is, how it is retired 

Mr. Hourzman. That is what we are talking about. 

Mr. Gotpperc. You mean identification of particular facilities? 

Mr. Houtrzman. Yes. Don’t you think someone using the Geo 
Washington Bridge or the Lincoln Tunnel is entitled to know what 
the statute, the financial status of this particular facility is with re. 
spect to what we just discussed / 

Don’t you think it would be in the interests of the public to know! 

Mr. Gorppere. I have difficulty in answering that, sir. You see, he 
is interested basically, as I understand it, in what he is going to pay for 
the bridge. 

Mr. Hoirzman. He has no interest in that, because he has been pay- 
ing on a constant basis. 

Mr. Gotpserc. No, he has not been. 

Mr. Tostn. If he goes back and forth every day, he is paying 2% 
cents, where up to say 10 years ago he paid 50; 25 cents oka : 

Mr. Stneman. Isn't it true, Mr. Goldberg, that the legislation au- 
thorizing the construction of the Holland Tunnel—this is way back 
now, in the 1920’s, before the port authority had anything to do with 
it, but I assume you have some familiarity with that legislation—— 

Mr. Gotpsere. Not very much, sir, because the Holland Tunnel was 
in the port authority family when I first came there. 

Mr. Srneman. Let me ask you whether you are familiar with 
the fact that the legislation authorizing construction of the Holland 
Tunnel required that tolls charged for the Holland Tunnel be based 
on the amortized cost of construction. 

Mr. Gotpsere. I am not familiar with it, sir. 

Mr. Hottzman. Maybe Mr. Doyle knows that. 

Mr. Doyrte. No, I do not know that. 

Mr. Stnoman. Article 14—let me read this, if I may, Mr. Chair- 
man. Article 14 of the compact, dated December 30, 1919—and that 
is the interstate compact between New York and New Jersey, permit 
ting the joint construction of the Holland Tunnel—article 14 of the 
compact reads in part as follows. And I am told this is taken, inet 
dentally, from section 9 of the New York statute which authorized it. 








1. Upon the completion of the construction of the tunnel or tunnels, pur 
suant to this agreement, the commissions shall make reasonable rules and regi 
lations and shall fix, determine, and levy tolls and charges for the use of the 
same by vehicles and pedestrians, which tolls or charges are to be collected at 
the entrances to such tunnel or tunnels. 

2. Such tolls or charges shall be fixed jointly by the commissions, in such 
amount or amounts as will pay the estimated cost of administration, mainte 
nance, and operations, and in addition thereto will pay within 20 years the 
amortized cost of construction. 
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And in section 9 of the New York statute, which is in slightly dif- 
ferent language : 
Tolls and charges for the use of such tunnel or tunnels shall be fixed at such 


amount as will pay the estimated cost of administration, maintenance, and 
tion, and in addition will pay within 20 years the amortized cost of 


construction. 

My question is, does that indicate that the legislation authorizing 
construction of this tunnel required that the tolls be based on 
amortized cost of construction / 

Mr. Go-pperG. I am not familiar with the statute, sir. I know that 
the Holland Tunnel, when it was turned over to the port authority, 
ag you indicated, was turned over under the Bridge and Tunnel Uni- 
feation Act of 1931. And that is the act with which I am familiar 
inconnection with the Holland Tunnel policy. 

Mr. Stneman. My question is whether the Bridge and Tunnel 
Unification Act, which, as we have established here within the past 
few minutes—which makes it impossible to determine the amortiza- 
tion of the Holland Tunnel costs—whether such an act could possibly 
be lawful when the interstate compact which authorized the Holland 
Tunnel required that tolls be based upon the amortized cost of 
construction. 

Mr. Gotpperc. The statutes of 1931, which transferred the Holland 
Tunnel to the port authority, are, in my opinion—would displace, if 
there ever Were any contrary requirements, sir—would displace them. 

Mr. Stncman. Even though the 1919 compact was approved by 
Congress, and the 1931 act was not ¢ 

Mr. Gotpperc. That would be my opinion, sir. 

Mr. Stroman. Now, isn’t it a fact, Mr. Goldberg, that national 
transportation policy calls for the charging of tolls for the use of 
interstate bridge, tunnel, and highway facilities in an amount to be 
used only for the amortization of such facilities, and not to be diverted 
tononhighway uses / 

Mr. Gotpperc. Will you define national transportation policy, sir? 

Mr. Sincman. Well, I think I can best express it this way—— 

Mr. Gotpners. If you want a simple answer and not a complicated 
one, 1 would say “No.” 

Mr. Stncman. When the President approved the congressional 
resolutions of consent for the Delaware River Port Authority, are 
you familiar with the fact that his message to the Congress, which 
he sent, stated that he was approving this compact because of the 
urgency of its need, but that he was unalterably opposed to the use 
or the diversion of tolls from this bridge to nonhighway uses ¢ 

Mr. Gotppere. I am not familiar with it, but I would like to indi- 
cate that we, the Port of New York Authority, operates under its 
statutes, not under the statutes relating to the Delaware River Port 
Authority. 

Mr. Stncman. We are talking about national policy. 

Mr. Gotpperc. National policy is such a vague term—the President 
might have— 

r. SineMan. Let me make my position clear. I am in no way 
suggesting that the port authority is doing anything unlawful, or that 
itis violating any statutes. 

Mr. Gotpperc. I am glad, sir. 
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Mr. Stneman. I am merely asking whether or not the activities of 
the port authority are not inconsistent with stated national transporta. 
tion policy. 

Mr. Gotpperc. To me stated national transportation policy would 
be a statement by the Congress of the United States. 

I could conceive, sir, that the President of the United States might 
have one policy, the Congress of the United States might have q 
second, the Bureau of Roads might have a third, if the President had 
not directed the Bureau of Roads to have the one he had. I conceiye 
in the field of transportaiton of a dozen responsible Federal agencies, 
each having a separate policy in the field of transportation. I don't 
know which, sir, you would say is national transportation policy. 

Mr. Srtneman. All right. It conflicts with the President’s stated 
policy. 

Mr. Gotpserc. That President’s policy at that time with regard to 
that facility as you have read it. 

Mr. Stroman. All right. 

Has not that same policy been adopted by Congress in the General 
Bridge Act of 1946 which requires that the costs of interstate bridges 
shall be amortized over 30 years ? 

Mr. Govpperc. I was trying to come to that. It might have headed 
off this other discussion. There are two bridge acts on the books at 
the present time. They are both in effect. The 1940 Bridge Act is the 
one under which the port authority’s bridges were constructed and 
approved by the Congress. The 1946 Bridge Act is a later enactment 
which has no application to the port authority’s bridges. 

Mr. Stroman. Has no statutory application? 

Mr. Govpsere. It is a statute. 

Mr. Stroman. We are talking about policy. 

Mr. Gorpprerc. The policy of the statute has to be found in the 
statute that applies to the bridges you are talking about. You cannot 
find the policy with regard to port authority bridges in an act of 
Congress that does not apply to the port authority bridges, when 
there is an act of Congress which does apply. 

The CHarrman. Mr. Singman, veal the provision of the General 
Bridge Act of 1946. 

Mr. Stnoman. We do not have it here, Mr. Chairman. 

Mr. Gorpperc. The Bridge Act of 1906, Mr. Chairman—— 

The CHarrMan. 1946. 

Mr. Gotppera. 1906, sir, is the one that applies to the port authority. 
Is that right, Mr. Singman ? 

Mr. Stneman. Yes. 

Mr. Gotppere. And would you say, Mr. Singman, that the policy 
of the Congress with regard to the port authority's bridges would be 
in the act which covers the port authority's bridges, and not a later 
act, which does not, Mr. Singman? Would you agree with that! 

Mr. Stneman. I think—I am not going to answer your question, 
Mr. Goldberg. But I think I will state this. The 1906 act does not 
require that tolls be based on amortization of cost, although it im- 
plies— 

Mr. Gotpserc. That is right. They shall be fair and reasonable. 

Mr. Stneman. It implies that, because of the fair and reasonable 
test. The 1946 act makes clear that it must be based upon amortized 
cost. 
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The CHAIRMAN. Just a minute, gentlemen. We have belabored 
this long enough. Counsel will place in the record both of these 
statutes, and then the committee will judge for itself what the mean- 
ings are. 

(The statutes referred to appear at pp. 1638 and 1635.) 

Mr. SincMAN. In the event the port authority were to build now, 
or in the near future, a new interstate bridge, would it not be required 
to alter its financial structure so that the new bridge’s cost could be 
amortized in accordance with the Bridge Act of 1946? 

Mr. Gotpserc. I do not know, Mr. Singman. Obviously if a new 
bridge were under the 1946 act, and if there were not an exception 
to the otherwise policy of the 1946 act, such as Congress enacted in 
the case of the Delaware River Port Authority, partly the result of 
my testimony which you read into the record, sir—if Congress did 
not change the policy for that bridge, as it did with regard to the 
new bridge between Philadelphia and some place in New Jersey, ob- 
viously we would accord to it. There is no question that we would. 

But there are an awful lot of “ifs” in my answer. Would you 

with my “ifs,” sir. ¢ 

The Cuarrman. I assure you if I am in Congress when the new 
bridge is established, I will dig up this record and present it to 


Congress. 

Mr. Go._pperG. You were in Congress when the exception to the 
1946 Bridge Act was enacted with regard to the bridge at Philadelphia. 

The CuarrMan. I did not know the nuances of all this. 

Mr. Gotpperc. I testified on them. There were public hearings be- 
fore the Public Works Committee. This was explored, sir, by the 
proper committee of Congress to consider bridge tolls. 

e CHAIRMAN. I am sorry I did not have the benefit of your 
advice and counsel. I might have changed my mind. I don’t know. 

Mr. Sineman. Mr. Goldberg, would the financial structure of the 
port authority not have to be altered if the port authority did go 
along with this policy ¢ 

Mr. Gotpperc. I do not think so. But please you ask me an opinion 
which any bond lawyer would take a week to answer. I do not know 
the answer to that. I doubt it, sir. I very much doubt it. I think 
that all that we would have to do is probably keep the books, we would 
have to keep the books, segregate the books. The answer is no, defi- 
nitely no, sir. We would not have to. We would have to segregate 

The Cuarrman. Waita minute. You said no. 

Mr. StncmMan. You set up a separate account ? 

Mr. Go.pperc. Yes, sir, and we do it now in the case of some of our 
facilities. 

Mr. Sincman. As a matter of fact, that leads right into my next 
series of questions, Mr. Goldberg. 

Notwithstanding this unification of revenues and bonds that we 
have been referring to, does the port authority not maintain, for its 
own guidance, capital accounts showing the cumulative investment 
ineach of the port authority’s facilities / 

Mr. Gotpperc. I do not know. May Mr. Doyle answer that 

Mr. Dorie. Yes; we do. 

The capital amounts invested in each of the facilities are set forth 
annually in its reports, 
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Mr. Sineman. Right. And I was going to call your attention ty 
page 46 of the port authori ity ’s financial re port for 19: 59, which shows 
cumulative investment in these facilities. 

Do these figures represent amounts actually expended for thog 
facilities, or the amount of bonds issued for those facilities, or are 
those two accounts the same, 

Mr. Doyie. Amounts actually expended for the facility. 

Mr. Sryeman. Is the investment shown with or without 
depreciation ? 

Mr. Dorie. The investment is shown without any depreciation, 
The port authority has no depreciation, as I testified here the other 
day. Depreciation in the port authority is a nonexistent factor, 

Mr. Sineman. Does the port authority not, Mr. Doyle, maintain, 
more detailed capital account for its own use, tabulating for each of 
these facilities, year by year, the total investment, the additions tg 
investment, the depreciation, the operating expenses, the gross and 
net operating revenues, and the net change in investment ¢ 

Mr. Dorie. I would rather state it differently. The port authority 
has a tabulation of its gross revenues, its operating expenses, and its 
net operating revenues. There is no official tabulation of any such 
thing as depreciation or interest with respect to each facility. Debt 
service is an effective substitute for what I think you have in mind, 

Mr. Stneman. Yes. Could you submit to the subcommittee a table 
showing, year by year, since 1930, these detailed capital accounts for 
each of the port authority's facilities / 

Mr. Dove. I doubt if that would be available. 

Mr. Govpperc. May I hear the question again, please. 

(The question was read by the reporter. ) 

Mr. Goipperc. Mr. Chairman, on this question, we are again verg- 
ing on the field which is the very 

The CHAIRMAN. What does this mean that you are arising ¢ 

Mr. Go.ppera. I am tired of sitting. 

Mr. Tosin. He felt a constitutional spasm coming upon him, 
| Laughter. | 

Mr. Gotpperc. We are approaching, Mr. Chairman, the field whieh 
Is in controversy In the test case which this committee and the port 
authority is anxious to have progressed in the courts, so that we can 
have a determination of the extent to which, if any, the committee may 
order the port authority to produce its internal worksheets and other 

nternal memoranda. 

So I would respe tfully suggest, sir, that it would be Improper, in 
view of those circumstances, until after the determination of the court, 
toask for those documents. 

Mr. Hoirzman. Mr. Goldberg, do you feel that this 1s « on fidential 
data? 

Mr. Goutpperc. No, that is not our problem, sir. 

Mr. Hoitrzman. Do you feel these are data that the publie should 
not know of ? 

Mr. Goupperc. That is not the problem, sir, because the New York 
or New Jersey Legislatures could demand it, sir. 

Mr. Horrzman. Do you feel these are data that this committee 
should not have? 
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Mr. GotpperG. I think these are data this committee cannot com- 
mand the production of. 

Mr. Hottzman. I did not ask you that. Do you think these are 
data that the committee should not have? 

Mr. Gotnverc. We are under the direction of the Governors of New 
York and New Jersey in this field, sir, and I think it would be in the 
hest interests of F ederal-State sadattainilel »s 1f we did not precipitate 
any further controversies until the matter i as been gestive by orderly 
judicial processes, a 

Mr. Horrzman. Has this information ever been made public ? 

Mr. Gotprers. I do not know, sir. 

Mr. Hotrzman. Mr. Doyle, has this information ever been made 
public ? | 

Mr. Dorie. From time to time we have reported gross revenues of 
individual facilities. 

Mr. Houttzman. When ? 

Mr. DoyLe. I have no recolle tion as tothe specific dates. 

Mr. Hortzman. Mr. Doyle, you are the Director of Finance. You 
should have a pretty ee notion of what goes on in that department. 

Mr. Dorie. I hope I do. 

Mr. HoutTzM An. j hope so, too. 

Mr. Dore. I believe I do. 

Mr. Hoirzman. I believe you do, too. Can you amplify your 
answer? (an you tell us when, if ever, this information was made 
public? Instes id of s aying from time to time. 

Mr. Dorie. Well, there is no reason, and I cannot recall here spe- 
cifically, at what dates it has been made available. But I can tell you 
this: On specific occasions, when information has been requested by 
members of the public or of the press with respect to the gross operat- 
ing revenues of our facilities, on an annual basis, it has been given 
freely and fully. 

Mr, Hoitzman. Did you say just gross revenues / 

Mr. Dorie. Gross revenues. 

Mr. HottzmMan. Net revenues, too? 

Mr. Dore. Net operating revenues before debt service. 

Mr. Horrzman. Net revenues, Mr. Doyle? 

Mr. Dorie. Net operating revenues. 

Mr. Hottzman. The question is, Have you ever made public the 
het revenues—not net operating revenues ‘ 

Mr. Dorie. I am sorry. Net operating revenues is the term I 
wed, and it is the proper accounting term. What I am speaking of 
sgross operating revenues, less operating expenses, and the remainder 
before debt service. 

Mr. Hortzman. Are you saying, then, that this information, that 
Mr. Goldberg arose to object to giving has been made public from 
time to time ? 

Mr. Doytr. Only with respect to certain facilities that I can per- 
sonally recall that have been asked for. 

Mr. Hourzman. What facilities? 

Mr. Dorie. May I consult with my counsel ? 

Mr. Hotrzman. Yes. 

(The record was read by the reporter.) 
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Mr. Hourzman. Are you going to have another constitutional 
spasm here? 

Mr. Gorpperc. This is an attempt to stay within the guidelines 
you understand very well. 

Mr. Horrzman. Mr. Goldberg, my question was asked of Mr. Do le 
He takes care of the money there. And we would like to know wha 
information he has given out in his capacity. 

Mr. Doy.e. To the best of my recollection, I believe we have given 
out such figures with respect to the Port Authority Bus Terming], 
I believe with respect to fast year or the year before in response to 
a question from the press, certain—I believe the Holland Tunnel, pos. 
sibly the Lincoln Tunnel, the George Washington Bridge. I do no 
recall. 

Mr. Hoitrzman. Have you ever given this information to the banks? 

Mr. Dorie. Not to the best of my recollection. 

Mr. Hourzman. But do you know that it has not been given to 
various banks? 

Mr. Doyte. I would say it has not been given to banks. That is to 
the best of my recollection. 

Mr. Tostn. Could we cut this knot this way? Mr. Doyle will check 
back any information along these lines that we have given to the 
public, and we will supply it to the committee. 

The CuHarrman. That means, Mr. Tobin, you have given some 
of that information to the public? 

Mr. Dorie. That is what I have said, yes. 

Mr. Gotpperc. Excuse me. Wait a minute. 

The Cuarrman. What is the answer? 

Mr. Goxpsere. The question was whether we had given it to the 
banks. 

The CuHatrmMan. I want to get Mr. Doyle’s answer. 

Mr. Gotpperc. Yes. But they have not heard the question, Mr, 
Chairman. 

Mr. Horrzman. He made the right answer, Mr. Goldberg. You 
need not be concerned. He said “No.” 

Mr. Doyle, do you know of any reason why the public generally 
should not have all this information with respect to every facility. 

Mr. Gotppera. Is this addressed to me, Mr. Holtzman ¢ 

Mr. Hortrzman. No, that is addressed to Mr. Doyle first, and then 
we will get to you. 

Mr. Doyte. No. 

Mr. Hoxitzman. Mr. Goldberg? 

Mr. GotpperG. I would say, sir, that the public certainly ought to 
know, and has known, what—well, the public—— 

Mr. Honirzman. You say the public has known! We have just been 
told 

Mr. Gotpserc. The public, as I understand it, has received, at least 
there has been published—I do not know what any segment of the 
public Soed—dhene have been published gross revenue figures, and 
apparently operating expenses; and there has been published ss 
result of the arithmetic, what Mr. Doyle calls net operating figures. 

The next step to try to determine the financial status of an individ 
ual facility is difficult, as I testified before the congressional committee 
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for the apportionment to a particular facility of the debt service re- 
uirements of a pooled group which has been issued in part through 
the refundings., 

Mr. Hotrzman. I am getting all confused, Mr. Goldberg. I want 
to know whether there is any reason why the public should not have 
this information relative to every individual facility. 

Mr. GotpserG. In my opinion—— 

Mr. Hottzman. Can you answer this question yes or no! 

Mr. Gotppera. I cannot, sir. 

Mr. Horrzman. You cannot answer yes or no to a question as to 
whether the public is entitled to have the facts relative to your gross 
take, your net profit, and so forth, with respect to each individual 
facility ¢ 

Mr. Gotpperc. It has and can get the facts, sir. What you are 
asking, as I understand it—correct me, if I am wrong—you are ask- 
ing, in addition to the facts, for the i mm which the port 
authority, the guesses on which the port authority tries to make allo- 
cations on the basis of assumptions bet ween the facilities. 

Now, that is a matter, I think, of the mternal administration of the 

rt authority. 

And if the States of New York and New Jersey want that made 

ublic, they will have it made public, sir. 

Mr. Hourzman. Well, you keep that for your own records, do you 
not ! 

Mr. Goipperc. It is a matter, as I understand it, of guide to the 
commissioners in determining what they think is a fair charge for 
the facilities. 

The Cuarrman. And what the commissioners know, the public can- 
not know, in that regard ¢ 

Mr. Gotpserc. The commissioners have made certain assumptions 
in this respect, sir, which the public will know if the Legislatures of 
New York and New Jersey request or require it. 

Mr. Hotrzman. Mr. Goldberg, Mr. Tobin testified at one time or 
another that in 1952, that the operations of the port authority were 
conducted in a “fishbow].” 

Is this the kind of fishbowl you think this public authority should 
operate under ¢ 

Mr. Gotppera. | have to distinguish between the facts which are 
released, sir, and made available, and these internal assumptions 
which are a matter of the internal records of the port authority, which 
I respectfully suggest, sir, become the public’s business when the 
States make it the public’s business. 

The Cuarrman. In other words, Mr. Goldberg, you state that the 
port authority board of commissioners have this information, and if 
they want to make it public, they can; and if they do not want to make 
pages, the public does not get the information. 

r. GotpperG. That is not what I testified, sir. 
_The CHairman. Unless the States would require it, and if the 
States do not require it, then the public are left in the dark ? 

Mr. Gotpperc. It is my opinion, sir, that the responsibility of the 
port authority to the public 1s determined entirely by what the States 
of New York and New Jersey say. 

Mr. Hottzman. On that point, Mr. Chairman—let me read you 
from your administrative manual. 
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The designation on top is “PAI 50-1.01, October 29, 1951.” 

Under caption “II A. Financial Information.” 

1. No information concerning the financial results of individual facility 
tions is released to persons outside the port authority without prior appr 
val by the executive director or comptroller. 

2. No information concerning investment in facilities or construction COsty 
maintenance, operating, engineering, administrative or development Cost: 
revenues and earnings; or other information of a financial nature ey 
that included in the Annual Financial Report, the Annual Report, OF the 
the monthly condensed, consolidated Statement of Net Revenues (2y 
Statement) is released to persons outside the port authority without Clear. 
ance by the executive director or comptroller. 

3. No information concerning port authority bonds, other than that Ineluds 
in the Annual Financial Report and the Annual Report, is released » 
persons outside the port authority without prior clearance by the exeentip 
director or the treasurer. 

Now, I repeat the question : 

Is this a fishbow] type of operation / 

(The document referred to appears at p. 1638.) 

Mr. Tosrn. Yes, that has nothing to do with it, sir. That simply 
means that with 5,000 people in the organization, any release of jp. 
formation has to be orderly. 

And I cannot have typically releases and statements on the port ay 
thority’s financial conditions or problems made by our very able and 
distinguished police force or any member thereof. 

And it simply means they have to be officially released. 

I assume that official statements on behalf of this committee an 
made by its chairman, in orderly course. I do not assume that staf 
members are authorized to make any statement on behalf of the Ju 
diciary Committee. 

Mr. Horrzman. Mr. Tobin, I appreciate that statement, and | 
think it is a good answer. 

Mr. Tosrn. That is what that rule is all about. 

Mr. Horrzman. As an individual citizen, I ask you, in your capacity 
as executive director of a public authority, to give this information 
to the peoples of the States of New York and New Jersey, will you do 
that ? 

Mr. Tosty. They have all the facts which take you up to the net 
revenues before debt service. 

When you get into any question of what is the net revenue after 
debt service, you can have as many guesses and speculations and am 
swers as there are people in this room, depending on what deprecia- 
tion and other assumptions that you may make. 

And if you are saying the public is entitled 

Mr. Hottzman. I have made no assumptions. 

Mr. Tosin. To give the answer to the public you are talking about, 
you would have to indulge in that kind of speculation. 

Mr. Hourzman. I have made no assumptions here. I am asking you 
now, Mr. Tobin, will you make available, as the executive director of 
a public agency, to the people of the States of New York and New 
Jersey, the information that I related from your Administrative Code 
No. 1, 2, and 3, particularly the financial results of the individual fe 
cility operations of the port authority / 

Mr. Toprn. Yes, we do make those public, sir. 

Mr. Hoitzman. Will you? 
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Mr. Topin. We do already. 

Mr. Hotrzman. Will you give the detailed information that Mr. 
Goldberg has just ob jected to, when he had a constitutional spasm ¢ 

Mr. Doyte. Mr. Holtzman, may I clarify this? 

Mr. Hotrzman. Will you give us that information ? 

Mr. Doyxe. I think there is a confusion existing here in this room. 

What I said earlier was this: 

That the gross operating revenues, the operating expenses, and that 
does not include depreciation nor does it include debt service, and the 
net operating revenues, which is the result of subtracting operating 
expenses from gross operating revenues, is available and can be given 
and will be given. 

Mr. Topin. And has always been given. 

Mr, Dove. And has always been given. 

a one point which I think Mr. Holtzman is confused about with 

t to Mr. Goldberg's testimony, and it also has a bearing on Mr. 
To in’s testimony, is that it 1s not possible, as Mr. Singman wel! 
knows, to differentiate between those facilities, to carry them to the 
next classification of revenues, which is net operating revenues, after 
deduction of debt service. 

Mr. Sincman. I want to say I am not sure I know that, Mr. Doyle. 

Iwill explain why ina minute. 

Mr. Doyxe. It is impossible to differentiate, as a result of the re 
funding, with respect to the existing debt outstanding on those general 
refunding facilities—you know the answer. 

Mr. Stineman. I think that was Mr. Goldberg’s statement, 

Mr. Dorie. No, I am sure it was yours. 

Mr. Hourzman. Can you make available to the public the individ 
ual costs—the original cost of each individual facility and the gross 
revenue, net revenue, for each year ¢ 

Mr. Dorie. Are you asking for a cumulative total or by year? 

Mr. Hovrrzman. Year by year. 

Mr. Dorie. It has been published, It has been given to the press. 
It is available to you. 

lam surprised that you do not have it. 

Mr. Hourzman. Asto each individual facility? 

Mr. Dorie. To the best of my recollection, yes. Over the years— 
how, remember that information has been given out from the port 
authority on the basis that I have said it is available, and can be dis 
tinguished between facilities—over 15 years, tomy knowledge. 

Mr. Hourzman. One more question before I leave this, sir. 

I take it, then, that you have no objection to providing this com 
mittee, and the people, with a statement of the cost of each individual 
facility, the gross revenue, the net revenue, and the oper ating costs, 
onan annual basis. 

Is that correct / 

That is since the facility was acquired by the authority. 

Mr. Dorie. We have no problem. There is one thing I would like 
toadd, however, Mr. Holtzman. 

I believe in your original question you specified, would we fi rnish 
the original cost. 

I will even go one step further. 
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I would like to furnish you the original cost of each facility, to 
gether with the additions and the cost of such additions made on a pep. 
year basis. 

Mr. Hotrzman. We would be delighted to receive that. 

Now, what information have you released with respect to the fy. 
cilities, other than those you told us about? In other words, you tolj 
me of two facilities a moment ago. 

_ You said with respect to those two, you had given out such inform. 
tion. 

Mr. Doyte. I believe it has been released. Honestly, I cannot ap. 
swer for every year since the authority’s inception. 

But I believe that from time to time, in response to questions from 
the press, educational institutions, others studying the port authority, 
that we have given out these figures with respect to almost all of oy 
facilities. We have been responsive to the request for such informs 
tion whenever it has been addressed to us. 

Now, if the public has never addressed us with respect to a certain 
specific facility, it probably never has been supplied. 

Mr. Hoirzman. As a Member of Congress, as an individual citizen, 
I am now calling upon the port authority to furnish that information, 
and I take it that there is no problem with respect to the furnishing 
of it. 

Mr. Dorie. Within the definition of what I have stated constitute 
net operating revenues, and as set forth here on our exhibit A, by 
bond groups, we can give it to you specifically, yes. 

Mr. Sincman. Wait a moment, Mr. Doyle. 

Mr. Hottzman. You are qualifying. 

What we are looking for—— 

Mr. Dorie. No, lam not qualifying. 

You want the individual facility results that go to make up the 
totals that appear on exhibit A—for instance, general refunding 
bonds, which is a combined result of X number of facilities. 

You want it broken down specifically per each. 

Mr. Hotrzman. That is correct. 

And we want all the information pertaining to each individual 
facility. 

Mr. Tosin. That is fine. 

Mr. GotpperG. May I just for clarification 

The CHarrMan. Just a moment. 

I want Mr. Singman toask a question of Mr. Doyle. 

Mr. Sineman. Then I take it the only point of dispute bet ween ws 
at this point is as to whether you can, or will, provide the committee 
with a statement of the debt—estimated debt service costs on each 
facility year by year, isthat correct ‘ 

Mr. Dorie. I would rather say this 

Mr. Gotpperc. For the reasons I stated. 

I am advising him on his constitutional rights, Mr. Chairman. 

The Cuatrman. Mr. Goldberg, take you seat. 

The question is addressed to Mr. Doyle. Sit down. We do not 
want any more dissertations at this juncture. 


Mr. Sincman. I am just asking whether that is the point of differ 


ence. 
I am not asking why. 
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Mr. Dorie. It obviously must be a point of difference, because the 
information is not available and cannot be allocated. 

Mr. Hovtzman. I want to make it crystal clear that this request 
that I have made comes as an individual citizen interested, not neces- 
sarily as a member of this committee. 

This is the nature of the request, and the basis upon which it is 
made. And I want all the information, if it can be given, relative 
toeach individual facility that you have and which has previously not 
heen released to the public. 

Mr. Gotpperc. My only question is this—— 

The CHAIRMAN. Wait a moment. 

We will give you a chance later, Mr. Goldberg. 

Mr. Doyle can you answer that question ? 

Mr. Doyte. The answer is “Yes.” It will be made available. 

The CuarrMAN. Just hold it, Mr. Goldberg. I want another ques- 
tion asked by Mr. Singman. 

Mr. Sineman. I just want to clarify this. I think your answer to 
my last question was “Yes,” was it not—that the only point of dif- 
ference was whether or not, for whatever reason—whether or not 
you would supply, in addition to the information you have agreed to 
supply, an sieeation of debt service to each facility year by year. 


r. Dorie. I said I could not give it to you. It is not available. 
It does not exist. 
Mr. Sincman. You are not answering my question. I am not 
asking you the reason. 
Iam asking you whether or not the only point of difference be- 
tween you and Mr. Holtzman at this point is whether you can supply 


him with a statement of debt service year by year for each facility. 

Mr. Dorie. I am perfectly willing to supply the information, but I 
tell you it is not—I cannot construct such a schedule. 

r. Sineman. Is that the only thing Mr. Holtzman has asked for 
that you will not supply, for whatever reason, sir? 

Mr. Dorie. Yes. 

Mr. Stneman. Thank you. 

You say that you cannot supply this information because it is 
unavailable: is that correct ? 

Mr. Doyie. Yes. 

Mr. Stncman. I would like to call your attention, Mr. Doyle, to a 
statement of computed financial status of the George Washington 
Bridge, which was submitted to the Army Corps of Engineers in 
connection with an investigation by that department of the tolls 
charged by the George Washington Bridge. 

In this table it shows, for the George Washington Bridge alone, 
from 1931 to 1952: 

(1) The port authority capital account on the bridge; 

(2) Any adjustment—that is to say, addition of construction, 
or additional capital investment ; 

(3) The adjusted capital account, adjusted by that adjustment ; 

(4) Annual gross revenues, year by year; 

(5) Annual operating expenses for the George Washington 
Bridge, year by year; 

(6) Annual net operating revenue, year by year, for that 
bridge. 
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(7) The total computed annual debt service— 

Mr. Doyie. The key, Mr. Singman, is “computed,” because it jg 
based upon assumptions. 

Mr. StncMan (continuing) : 

(8) Interest ; 

(9) Amortization ; 

(10) Accumulated amortization ; 

(11) The net revenues available for reservements from total 
operations, including cost of debt service ; 

(12) Accumulated reserves. 

And, finally, the net investment in the George Washington Bridge. 

Mr. Doyle, if this information is available to the Army Corps of 
Engineers—and I am perfectly glad to show it to you—why i is it 
not available to either this committee or Mr. Holtzman / 

Mr. Doyter. You have asked for actual figures, as taken from our 
books. 

I am saying that this is a computed, a constructed debt service, 
with an imputed interest rate, because there is no specific identifiea- 
tion with each facility, either in terms of the interest rate or the debt 
outstanding. 

And without that, you must construct it. 

I assume it has been constructed on an equal amortization factor, 
using some specified or assumed service life. 

Mr. StNeman. Mr. Doyle, you did not make that explanation when 
Mr. Holtzman made his request. 

Mr. Dorie. He was asking for actual net revenues and that in my 
connotation is net operating revenues after deduction for debt service 
and interest—actual debt service and interest. 

Mr. Stroman. Let us not quibble. 

Will you supply to Mr. Holtzman a table such as this, brought up 
to date for each of the port authority’s facilities, and explaining the 
assumptions that are made in constructing it ¢ 

Mr. Dorie. Yes. 

Mr. Goupperc. Would this cut through? We would be willing to 
send it to Mr. Holtzman at his office, rather than to the committee, 

The CHatrrMan. No, we want 

Mr. Hortrzman. Yes. 

Mr. Goupserc. To preserve the point that I mentioned, computed 
to the same assumptions, computed to make this table. 

We have been trying to preserve a legal point, sir. 

Mr. Hottzman. Yes, you are entitled to that. 

Mr. Meaper. That means you are willing to give to the public, 
or to an individual citizen, something which you deny to the commit 
tee of the Congress. 

Mr. Houtrzman. And which you have given to the Corps of Engr 
neers. 

Mr. Gorppere. I think that the history of the relations between 
this committee and the port authority are such as to make thats 
very valid distinction at this time, sir. 

Mr. Tout. Would that apply to the facilities built under the Bridge 
Act of 1906? 

Mr. Goupserc. Yes. 
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Mr. Tout. Is this the only facility involved there—is the Holland 
Tunnell also involved ¢ 

Mr. Srnoman. That table—applies only to the bridge, Mr. Toll. 

Mr. Gotpserc. Mr. Holtzman, a citizen of his State, he will receive 
it for the bridges and the tunnels. Is that all you are interested in? 

Mr. Hottzman. Each individual facility. 

Mr. Govpsere. All facilities on the same assumptions ?/ 

Mr. Hottzman. Whatever assumptions you want to make. 

Mr. Gotpsperc. The assumptions that were made in this case, 

Mr. Tostn. Weshall do that. 

Mr. Hoirzman. The assumptions may be different in different 
instances. 

The Cuairman. Do I understand that this is supplied to Mr. 
Holtzman, and the rest of the members of the committee are not to 
have it / 

Mr. Go_pperc. We will send copies of it to their individual homes, 
put without the title “Congressman” on it. 

Mr. Hoirzman. Incidentally, my people would be very distressed 
to know that I can get things as a citizen and not as a Member of 


Congress 

Mr. Gotppere. I think maybe that distinction will vanish after the 
court decision comes down. 

The Cuairman. I want to say, Mr. Tobin, are you not placing 
yourself in a rather anomalous position—you are willing to give it to 
a Member of Congress and not a committee ? 

Mr. Tostn. Oh, no. With all due deference, sir, I think that the 
anomalous position has been building up all week, as to the position 
of Congress into these special affairs of a State agency. 

I think that is the anomalous position. 

I respectfully suggest that the courts are going to so find. And I 
know that you do not agree with me. 

The Cuarrman. You have given this to the Army Engineer Corps. 
I cannot —— ind why a committee of Congress, sir— 

Mr. Tosi. You have it, sir. 

Mr. Hourzman. Mr. Chairman—this is a distinction that I find 
dificult to understand. 

When my people elect me to represent them, 1 only represent the 
people, the citizens. 

I do not see any difference between giving it to a Member of 
Congress in his individual capacity or in his capacity as a represent- 
ative. 

Mr. Tosin. This committee is asserting a right to supervise and 
control the day-to-day operations of the port authority, and the Gover- 
nors of the two States, with all respect, suggest that the committee is 
constitutionally off base. 

Mr. Hottrzman. I want to get back to the Governors of the two 
States, Mr. Tobin. You have repeated that. Mr. Goldberg has re- 
peated that. 

Is it not a fact, Mr. Tobin—and I ask you this specifically—that 
you recommended to the Governors of these two States, behind whose 
mandate you now seek to avoid giving us this interoffice memoranda, 
that they deny us access to it ? 

Mr. Gotpste1n. Mr. Chairman 
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Mr. Hottrzman. Wait a minute. 

Mr. Tosrn. I refer you to the general counsel of the port authority, 

I am up for trial at your instance in a few weeks on a criminal trig) 

Mr. Hottrzman. Did you testify before our committee to that effect! 

Mr. Gotpstern. Mr. Chairman, I appeal to you. 

We understand that there is a legal issue coming to trial shortly, 
We have answered Mr. Holtzman’s question as a citizen. 

It is important, and you as lawyers understand, that on an on-comj 
trial involving a criminal prosecution, we should not be requested to 
be giving testimony here, nor should you be demanding that. 

Now, why do we not let it go at that 

Mr. Hortrzman. I respect your thinking, and I am going to with. 
draw the last question. 

Mr. Meaper. Mr. Chairman, Mr. Tobin made a statement with m 
gard to this committee's interest and activity which I should not like 
to have stand by failure to at least clarify, if not deny. 

He said this committee was seeking to supervise and control the 
operations of the New York Port Authority. 

It would be more accurate, in my understanding, to say that it js 
inquiring, and asserts no right of supervision or control. 

te simply has an obligation, under its mandate from the House of 
Representatives, to inquire and study these operations with a view 

sibly to legislation under its responsibilities for consenting to 
interstate compacts. 

So far as I know, and as one member of the committee, I want to 
make it clear that my understanding is that the committee does not 
seek to supervise nor control, but only to inquire. 

Mr. Goxpstrern. Well, Mr. Meader, there were some statements 
emanating from this committee which used exactly the words that 
you are denying now. 

But, nevertheless, let us defer this, please. We are in litigation. 

The Cuarrman. I am going to rule in your favor. So just wait 
a moment. 

Now, the parliamentary situation is the following: 

A question was asked : 

Will you submit to the subcommittee a table showing year by year since 1% 
the detailed capital accounts for each of the port authority's facilities? 

Mr. Doyle stated, after consultation with his colleagues at the table 
before us, that he would not give this information to the committee, 
but that he would furnish this information personally to Mr. Holts 
man as a citizen of the United States. 

I reluctantly will accept that explanation, and, Mr. Singman, wil 
you proceed to the next question ’ 

Mr. Stneman. Mr. Chairman, I should like to offer for the record 
at this point the table that we have made reference to on the detailed 
capital account of the George Washington Bridge, the statement of 
the President in connection with the Delaware Port Authority legisla 
tion mentioned before, a copy of the official statement issued by the 
port authority on February 1, 1960, in connection with its flotation of 
the 17th series of consolidated bonds, which is the most recent inden- 
ture we have, and an article from the Reporter magazine for Septem 
ber 29, 1953, by William S. Fairfield, entitled “The New York Port 
Authority, Guardian of the Toll Gates.” 
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In addition, Mr. Chairman, I offer for the record at this point a 
rather lengthy detailed staff analysis of the financial structure of the 

rt authority which has been prepared by the staff and which I offer 
Prthe record at this point. 

The CHAIRMAN. They will be received. 

(The documents referred to appear at pp. 1640-1716, and 1782.) 

seeeoqeently the port authority supplied a memorandum on a 
sory on the Port of New York Authority in the September 29, 1953, 
issue of the Reporter magazine and a letter dated January 30, 1950, 
from the Corps of Engineers, Department of the Army, re George 
Washington Bridge tolls, which appear at pp. 1721 and 1770.) 

(On April 24, 1961, the port authority supplied Comments on the 
Judiciary Staff Memorandum on Port of New York Authority Financ- 
ing, which appears at p. 1824.) 

e CuarrMan. I think in all fairness, a copy of that staff report 
should be submitted to counsel for the port authority. 

If they wish to counter to it, they shall have that rivilege. 

Mr. Sincman. There are many copies available, Mr. Chairman, 

Mr. Gotppere. I take it, Mr. Chairman, that silence will not be 
deemed acceptance. 

The Cuarrman. I am not going to answer that. 

Mr. Gotpstre1n. Mr. Chairman, in the light of the discussion which 
just ensued, bearing on the issues which are involved in the litigation 
which we earnestly are trying to get expedited as soon as possible, I 
should like once again to reinsert in the record my opening statement 
made to you, sir, at the beginning of these proceedings a week ago, 
wherein I requested that these proceedings be Sitavek ell we have 
achance to try this case. 

The Cuarrman. That will be accepted. 

(The statement referred to appears at p. 1863.) 

Mr. Sincman. Mr. Tobin—— 

Mr. Dorie. Was this prepared from published financial reports, 
Mr. Singman / 

Mr. Sineman. Just a moment. 

Mr. Hottzman. While we are waiting, may I know when I am 
going to be furnished with this information ¢ 

Mr. Gotpstrin. Mr. Holtzman, you will be patient with us, I hope. 
Weare trying to try a case. 

Mr. Horrzman. Yes. 

The Cuairman. There will be no hurry. You can take your time. 

May I ask, Mr. Goldstein, what is the status of the information 
fled against Mr. Tobin ? 

Mr. Go.psrrin. Sir, to the best of my information, the information 
was filed last Friday, I think. 

We are endeavoring, and we will endeavor and try, as hard as we 
tan, to get that case tried before Christmas, if possible. 

The Cuatrrman. Thank you very much. 

Mr. Sineman. Mr. Doyle, I think the answer to your question is 
that insofar as we can recall, all of the information in that report 
comes from public printed documents except insofar as there may be 
opinions or conclusions reached by the staff upon those facts. 
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We have not actually stated the documentary source in each cag, 
but I am sure you can figure it out. 

If you have any question, we will be glad to answer it, if we can, 

Mr. Tobin, we were discussing this morning the commuter rail 
crisis in this area. 

I would like to ask you, in your judgment, how long has this erigis 
or this problem been developing in this area 

Mr. Tosin. Oh, the commuter problem, as such, was being—we 
were involved in studies of it, legislative discussions of it, pubhie de 
bates of it, back, I think—is Roger Gilman here—1927 

I am not accepting—I know you do not want me to—any crisis of 
what not. 

There is a public problem and discussion. 

It has been under active discussion, in which the port authority has 
taken a part, since 1927 

Mr. Stneman. That is why I substituted the word “problem” for 
‘crisis.” I did not want tocause any problem. 

Mr. Torn. I picked 1927, because I think as far back as 1927 you 
will find a port authority study and report, as far back as 1927, 

Mr. Stneman. Is it not true, Mr. Tobin, that the port authority's 
operations in building and operating the various interstate vehicular 
bridges and tunnels, have contributed greatly to this problem, andyin 
fact, was a prime cause of the current bankruptcy of the Hudsoné 
Manhattan Railroad / 

Mr. Tostn. No, I do not agree with that whatsoever. And in the 
papers that the chairman has permitted me to put in the record, when 
we were discussing that, you will find my expression of why I dig 
agree with that. 

Mr. Stnoman. Are you familiar with the fact, Mr. Tobin, thatin 
the bankruptcy proceeding, in the district court, for the Hudson é 
Manhattan Railroad, that is in the U.S. District Court for the South 
ern District of New York, one of the findings by Judge Dawson, 
district judge is—and I will read the finding, finding 32 

“The financial difficulties of the debtor”—that is to say, the Hudson 
& Manhattan Railroad—“stem from an initial overcapitalization with 
debt securities, combined with a progressively increasing squeeze on 
the railroad operations from rising operating expenses and loss of 
passengers to publicly financed vehiculat crossings of the Hudson 
River by bridge and tunnel”? 

Do you disagree with those findings / 

Mr. Torin. ‘T disagree with it as stated that way. I think that the 
problem for the Hudson & Manhattan and all other commuter rail 
roads has to do with a rather well known phenomenon in America 
started by Henry Ford. And I think what we are talking about is 
the great growth of the automobile in the American economy, and 
everything that it means in the American ec onomy. 

It is just, I suppose—I suppose you might just as well say that the 
end of the canals came with the de velopment of the railroads aga 
national phenomenon. 

The CuHarrman. Mr. Tobin, we do not accuse anybody in any sense. 

Weare just trying to get the facts. 

Sometimes you bristle when a statement is made that seems to im- 


. 


pinge rather unfavorably upon the operations of the port authority. 


There is no intention of that sort. 
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We are trying to get a calm and reasonable discussion of this prob- 
jem at this juncture. 

Mr. Ropino. Mr. Chairman, may I at this point ask a question. 

In view of the fact that I am the only Representative on this sub- 
committee from New Jersey, and I represent New Jersey’s interest, 
and now I am asking as a private citizen from the State of New Jersey, 
may I be accorded the same privilege of receiving the information 
that is going to be transmitted to Mr. Holtzman / 

Mr. Tonin. Congressman, we said we would send it to every mem- 
ber of the committee in his private capacity. 

Mr. Roptno. Now, let me ask you, following that, is there any 
objection 

Mr. Topix. Even send it to him for his information as a Member 
of the Congress, for that matter. 

Mr. Hovrzman. I was worried about that for a moment. I thought 
perhaps Congressmen were not citizens. 

Mr. Tosin. We are not allergic to the Congress. It is only to the 
Antitrust Subcommittee of the Judiciary Committee, for the moment, 
that we are allergic to. 

Mr. Ropino. Is there any objection, after I receive it as a citizen, 
toturning it over to the committee of the Congress / 

Mr. GoLpstein. We would not answer that. 

Mr. Tonin. I have not any idea what you are going to do with it, 
and I shall not speculate. 

Mr. SinGMAN. I want to say, in line with the chairman’s statement, 
Mr. Tobin, that that question was not intended to imply that the port 
authority deliberately put this railroad out of business. 

It was intended only to illustrate the fact that the building of these 
vehicular tunnels had some responsibility for the financial difficulties 
of it. 

Mr. Tonin. No. 

Mr. Meaper. Mr. Chairman, if 1 might get into this act, I have an 
idea that the difficulties of the Hudson & Manhattan Railroad and 
other railroads may be the joint responsibility of the automobile in- 
dustry in Michigan, in an area which I represent, along with the 
bridges and tunnels and the highway. 

Mr. Tonin. That is the whole philosophic difference. It is as if 
you were asked to insist, now, is not the city of Detroit responsible 
for what happened to the Hudson & Manhattan Railroad, and I do 
not think it is at all 

Mr. Meaper. It may be that people that like to use automobiles 
have some responsibility n this regard, too, rather than riding that 
old railroad. 

Mr. Singman. Mr. Chairman, I should like at this point, on this 
very question, to read a paragraph from the Corporate Reorganization 
Release No. 110, of the Securities and Exchange Commission, con 
cerning the proceedings in the matter of Hudson & Manhattan Rail- 
road Co. on this quest ion. 

lam reading from page 27 of that CR 110: 

Prior to World War II, the debtor 
and, again, this isthe Hudson & Manhattan Railroad 


had been subject to the competition resulting from vehicular crossings made 
possible by construction of the Holland Tunnel, the Lincoln Tunnel, and the 
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George Washington Bridge across the Hudson River. The Holland Tunnel Was 
opened in 1927 and the George Washington Bridge in 1931; these together with 
the concurrent economic depression, caused the debtor's traffic volume to 
from 113 million revenue passengers in 1927 to 75 million in 1983. The 
tube of the Lincoln Tunnel was opened in 1937 and the riding on the debtor; 
railroad declined by another 10 million revenue passengers by 1939, After 4 


| 


wartime spurt, the traffic resumed its decline abetted by the opening of th } 


second tube of the Lincoln Tunnel in 1945, and the Port of New York Aw 
bus terminal in 1950. Total traffic fell from 72 million revenue passengers {p 
1945 to about 37 million in 1956. Traffic further declined in 1957 as the 

of a month-long strike of debtor's employees in that year. In May 1957 vehiculg 
tunnel capacity was further increased by the opening of a third Lincoln Tunng 
tube. Thus, while total trans-Hudson passenger traffic has remained relatively 
stable, there has been a continuing shift of passengers away from the debtor 
facilities in favor of automobile and bus transportation. For example, in 19% 
the debtor's railroad accounted for 39.70 percent of all the revenue passenger 
crossing the Hudson River, but for only 12.39 percent in 1056. 

I have omitted the footnotes, Mr. Chairman. 

The Cuairman. That will be accepted. 

(The document referred to appears at p. 1866.) 

The CuarrMan. Now, is it not true—— 

Mr. Tosin. Mr. Singman, may I ask if you might not consider, in 
all due respect, that this is a bit unseemly! Here are two States and 
their agency in a money negotiation shaping up with the Hudson é 
Manhattan Railroad. 

And I do not think you want to “ene really have offered $20, 
500,000 for that railroad. Mr. Goldberg corrects me, and he is quite 
right. Wedonot have authority yet. 

But we have said this. And, certainly, I know this is not in your 
mind, that you are trying to put a record here to help my bristly friend 
Herman Stichman. 

I appeal to the unseemliness of this discussion, when the only thing 
between the Hudson & Manhattan Railroad problem is a question of 
price. 

The CHatrMan. We do not have any such idea, Mr. Tobin. 

We are trying to get all these facts uncovered, for whatever they 
may be worth. 

Mr. Stnoman. The difficulty we are in, Mr. Tobin, if I may com- 
ment on that, is that the record has a need to show the historical 
development of this problem and the relationship of the port authority 
to it. 

Unfortunately, much of this problem revolves around the Hudson 
& Manhattan Railroad. If any of these questions are found by you 
to be embarrassing for reasons which you stated—— 


} 


| 


Mr. Tosrn. They are not embarrassing. But these are the figures 


that Herman is going to be laying on the table in front of me as we 
bargain. 
Mr. Stneman. But he knows them already, does he not ? 
Mr. Tostn. Yes. But now you are adding the force of the Ant- 
trust Subcommittee of the Judiciary Committee of the House to his 
arguments. 
he CuarrmMan. Mr. Tobin, those are your conjectures as to our 


purpose. 
It is utterly foreign to that. 
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What Mr. Herman Stichman, as trustee, asks for the railroad is of 
no consequence to us, only as it affects this general proposition of the 
commuter problems. That is all. 

Iam not trying to force you to pay him more. I am not trying to 
ask him to encourage you to pay more. 

Ido not know anything about those negotiations, and I do not care 
toknow anything about them. 

Mr. Tostn. Mr. Chairman, you put yourself in the position of put- 
ting an article in the record that simply argues we should pay him 
more money. 

The Cuarrman. Only for the purpose of adding light on this very, 
very complex problem. 

I do not wish to embarrass you in any sense of the word. 

Mr. Ropino. Mr. Chairman—if I may, I think that it would ap- 
pear—and this is my opinion—that we may be taking a position fa- 
voring a more stringent stand by Mr. Stichman to get them to come 
alittle more with their price. 

Mr. Stneman. Is it not true that in 1936, Mr. Tobin, leaving the 
Hudson & Manhattan behind for the moment, recognizing this prob- 
lem, the State Legislature of New Jersey instructed the port authority 
to study the development of rapid transit transportation facilities for 
northern New Jersey ¢ 

Mr. Tosin. I am sorry. 

Would you please repeat that / 

(The reporter read the question. ) 

Mr. Tostn. There was a statute but—a joint resolution in the New 
Jersey Legislature which requested the port authority to report to the 
Governor and legislators of the State of New Jersey as promptly as 
racticable upon the transportation of passengers within the port of 
Kew York district, with special reference to the portion of said dis- 
trict lying within this State—that is to say, the State of New Jersey, 
and to include in said report such recommendations with respect to 
new passenger traffic facilities and the development and coordination 
of existing facilities as may be deemed feasible. 

That statute is the laws of New Jersey, 1936, Joint Resolution No. 6. 

Mr. Sineman. Was not this resolution requesting the study based 
upon the finding that since the port authority is charged with “co- 
one and developing a facilities within the port 
of New York district,” it should study the problem of suburban 
transit? That is in the preamble, the second preamble. The second 
“Whereas” clause. 

Mr. Tostn (reading) : 

The Port of New York Authority is a governmental instrumentality of the 
Ntates of New York and New Jersey created for the purpose, among other 
things, of coordinating and developing transportation facilities within the port 
of New York district. 

Mr. Sincman. I take it the answer is “Yes” ? 

Mr. Tosrn. Yes. 

Mr. Sincman. Pursuant to this resolution, the port authority did 
make such a study in 1936 and 1937, is that not so? 

Mr. Tostn. Yes; that is correct. 

Mr. Stroman. And did it not submit a report on March 1, 1937, 
entitled “Suburban Transit in Northern New Jersey”? 
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Mr. Tostn. That is correct. 

Mr. Sryeman. Now, did not this port authority report conclude 
that the development of — transit facilities would meet an exist. 
ing need for people of the district, and would add millions of dollar 
to the economic value of the community served / 

I guess maybe it is better for me to read from the report. Would 
you prefer that? Page7 ofthe report: 

A real demand now exists for speedier and more convenient access to Map. 
hattan, and there is a growing demand for better intrastate transit. An age 
quate system of suburban transit would meet the needs of northern New J , 
and should, at the same time, be capable of expansion which would extend it, 
benefits to areas throughout the State. Experience has shown that the sound 
development of transit facilities adds millions of dollars in economic value ty 
the communities served. Thus, it is evident that the development of rapid 
transit facilities for northern New Jersey will meet an existing need for the 
people of the district, that it will provide the means of improved communi. 
tions for the State and prove of economic benefit to the various communities, 
These results will contribute to the sound development of the port district as 
a whole. The development of rapid transit facilities for northern New Jergey 
is necessary and desirable. 


Is that an accurate statement ? 

Mr. Tosrn. That is correct. And would you also put in the record 
at the time the conclusion with respect to financing? 

Mr. Stneman. Yes. We are coming to that, sir. As a matter of 
fact, the whole report will eventually be offered for the record. 

Now, the port authority eondhided: on page 10 of the report: 

To carry out a suburban rapid transit plan for northern New Jersey, existing 
and new facilities must be acquired, coordinated, and developed. For these par. 
poses an agency with broad financial and administrative powers is required 
While these functions are within the scope of the Port of New York Authority, 
it is, however, debarred from pledging any of its present revenues to new @ 
terprises. It has no power to levy taxes or to assess for benefits and can 
therefore undertake only self-liquidating projects. 

Now, my question is this, Mr. Tobin: Would it not have been pos 
sible for the port authority, even in 1937, to have commenced a par- 
tial plan, a small-scale plan, if it were authorized to do so by the 
States ? 

Mr. Tosrn. Absolutely not. 

Mr. Stneman. Why not? 

Mr. Tosrn. That would be—the announcement of that plan would 
be—the last dollar the port authority ever borrowed. 

Mr. Stveman. Would it not have been possible for the port av 
thority to issue bonds on a group of facilities that included a definite 
facility, so long as the group was self-supporting ¢ 

Mr. Tostn. It would depend on the group, and if the group included 
commuter rapid transit, under those circumstances there, the answer 
is the same, absolutely not. It would have borrowed its last dollar. 

Mr. Stnoman. That is assuming that it assumed the entire metro 
politan rapid transit deficit. 

Mr. Hoitzman. You mean that you could not sell your bonds! 

Mr. Tostn. That is correct. 

Mr. Stroman. That assumes, does it not, Mr. Tobin, that the port 
authority would have taken over the entire rapid transit problem! 

Mr. Deon, No. It assumes it would take over any portion of it 


The Cuarrman. No matter how small ? 
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Mr. Tos1n. No matter how small. Once your foot was in the door, 
that is the end of your credit under these circumstances. 

Mr. Stncman. I hate to get back to this subject, Mr. Tobin, but is 
it not a fact that the annual operating deficits of the H. & M. Rail- 
road have been, for the past 5 or 7 years, only about $300,000 per 


r 

Mr. Tosin. I do not know about the figures, but we will assume 
they were those figures. But if the port authority announced, at that 
time, without any other reservations, that its next new project, it was 

ing to pooi its facilities for it, was going to be to take over the 

udson & Manhattan, it could not have borrowed 10 cents. Nobody 
would touch such a security, nobody that ever wanted to see his money 
in, And investors are rather sensitive that way. 

The whole problem, Mr. Singman, is a credit problem. And I just 
can tell you on the basis of my experience, my board’s cumulative 
financing experience, that there is no market in the street for a port 
authority bond today without certain protections that we have sub- 
mitted for public discussion, for a commuter rapid transit bond, as 
a part of a self-supporting community facility, or supposedly self- 
supporting community facility. 

e CHAIRMAN. So even if you, as a security for the issuance of 
bonds for that particular Hudson & Manhattan—you would pool the 
profits or the revenues from all your other facilities. 

Mr. Tosin. That would be true, sir. To make it clear, our pro- 
posal, which is being discussed now, in order to do what we can, is a 
proposal that would enable us to insure prospective bondholders that 
the port authority would not become any further involved in the com- 
muter rapid transit problem beyond the Hudson & Manhattan pro- 
posal, without which even today no port authority bond for such a 
program is marketable. 

So that the present Hudson & Manhattan project that we are talk- 
ing about is a project under which the two States themselves would 
limit the credit involvement of the port authority in commuter rapid 
transit to the Hudson & Manhattan. 

Mr. Hourzman. For all times, Mr. Tobin? 

Mr. Tosin. While those bonds were out, while port authority bonds 
were out. 

Mr. Gotpserc. May I? To the extent, sir, that the family that 
would take up that burden of what we estimate would be about $5 
million a year, would be the existing bond family, or have a pledge 
of the general reserve fund. 

Now, if it could be done in some way outside of that framework, 
iteould be done without those qualifications. 

Mr. Tostn. This is the plan—— 

Mr. Gotpsera. This is using the present—— 

Mr. Tosrn. That has been worked out over the last year between 
Commissioner Palmer of New Jersey and ourselves. 

Mr. Hoirzman. In other words, if you had 5-year bonds, certainly 
for that 5-year period, unless you could accelerate your liquidation 
of those bonds, you would absolutely not be allowed or permitted to 
get into any other commuter rapid transit program; is that correct / 

Mr. Gotpserc. That would require the application of the revenues 
of the present facilities or the general reserve fund, yes, sir. But if 
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it could be done in some other way, with a grant from Congress, with 
subsidy from the States—I don’t know how—if some way it could be 
self-supporting, it could be done outside of that structure. 

Mr. Tosin. Typically a variant is this, and the variant is in the 
New York State equipment program, where we went through this 
same discussion, with the result that we discussed the other day of | 
Mr. Purcell’s report. 

In that case, there is a second step, over and above the $20 million 
advance. And that step is really a separate issue of port authority 
bonds, guaranteed by the State of New York. ; 

Now, once you do that, then there is no problem. Give us a guar. 
antee of the credit of the two States, sic hein is nO—we are just 
hard-working public officials. It is just as interesting to us and jus ! 
as much fun, if you will, to run the commuter railroad as to run the : 
bridges and tunnels and the airports. It really does not make any 
difference if financially it can be done. ' 

And another variant—there is a variant Mr. Doyle suggests of ap 
ICC guarantee. But the one that was—is involved in the New York 
State equipment program now is—it will be up before the voters of 
New York this coming, next November. It passed the legislatun | 
once. If it passes the legislature this coming session, it will be on 
the ballot in November as a referendum. 

And if that referendum is approved, the port authority is author. 
ized to issue a special issue of port authority bonds guaranteed by the 
State of New York for railroad equipment purposes. No problem 
I can sell those any place. 

Mr. Stneman. Mr. Tobin, you stated very forcefully that in you 
opinion had the port authority at this time, back in the late 1930, 
attempted to take over any part of the commuter crisis—any part of 
the commuter system, the bonds would not have been marketable. 

Mr. Tosrn. They would not have been marketable. 

Mr. Sincman. But is it not so that in 1947 the port authority issued 
its air terminal bonds at a time when it had every expectation that 
the air terminals would not be profitable, but did it without a first 
lien on the revenues of all the other facilities, and based only on the 
general reserve fund ¢ 

Mr. Torin. No, sir. We had every expectation that it would k 
possible to run the airports of this region on a self-supporting basis, 
and that has proven out. And our reports— 

Mr. Sincman. Eventually. But not at the beginning. 

Mr. Tost. After a period of developmental losses. But our te 
ports to the legislature at that time said: “If we go forward and us 
all the revenue sources available at these airports and develop the 
periphery areas for industrial development, we can make these air 
ports run on a self-supporting basis.” 

We believed that, and we sold that idea to the Street. I did net 
dare go with that idea to the Street first. What we did was to pick 
out three big insurance companies of the country, and sell the ides 
to them, and sell them our conviction that this could be done. And 
then we limited that issue to those three insurance companies, so that 
we give that start to that new type of security. 
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Mr. Stveman. You were able to do that—and you are able now, 
asa matter of fact, to show an overall net revenue picture, or at least 
a sound financial condition of the air terminals, and the air terminal 
bonds, because the airports of New York International, LaGuardia, 
and Newark, have substantial net revenues that offset the deficits of 
Teterboro, is that not correct ? 

Mr. Topin. Oh, yes. That is what we said; we can operate this 

up of airports together with what will be a group—that is, with the 
protection of the general reserve fund, and in such a manner that we 
can convince prospective bondholders that the whole pool will not be 
dragged down by these airports, that they will swing their weight and 
contribute to it. And that has been done. 

The CuarrMan. Then you did take over a facility that did not pay, 
and was operating at a deficit ? 

Mr. Tostn. Many port authority facilities, sir, through the devel- 
opmental years operated at a deficit. If that is not the fact, private 
industry will be delighted to run them, and will undoubtedly run them 
better than the port authority. 

The CuHarrMANn. Was it not a further fact that the Teterboro was 
expected to remain a deficit operation for at least 10 years after its 

uisition / 

Mr. Tosin. It has remained a deficit operation up to now, sir. And 
it is running at about a $400,000 deficit now. But even within the 
airport group, the other airports are paying it, as is what was in- 
tended, as a pooled regional system of airports, to be distinguished 
sharply from the current commuter problem where right today, under 
private management, the commuter railroads of New York, outside 
the subways, are losing $50 million a year. 

Now, there are no theories or hopefulness or hard work upon the 
part of the port authority that can ever pull that operation out of 
those deficits. 

Mr. Sincman. Mr. Tobin, you keep talking about the whole pro- 
gram. And I keep asking, would it not have been possible for the port 
authority to take over some part of the program, without mentioning 
the name ? 

Mr. Topix. Of the rail program—yes, in the sense that we are try- 
ingto do it now with the Hudson & Manhattan. 

Mr. Sineman. Could this not have been done long ago? 

Mr. Tosrn. We or nobody else thought of this ioe: Also, I would 
say this: As a matter of practical politics, I do not think that that idea 
would have been saleable long ago. Actually, we could have done this 
in the case of the rail commuter equipment. But. just limited to rail 
commuter equipment, I do not think that that idea—— 

The Cuarrman. I do not want any pictures taken. I want that 
stopped. If that. was an accident, that. is the second accident. 

Mr. Tontn. Even 2 years ago I do not believe that that—the idea 
of a restriction of port authority contribution to the service, simply 
to the commuter equipment program that we are talking about, of, 
say, 300 cars for the three New York railroads, would be, as a prac- 
tical matter, a politically salable package. 

Mr. Stveman. I take it you think now that there might be a pos- 
sibility of incorporating the H. & M. Railroad into a package of 
facilities, perhaps issuing trans-Hudson bonds, or something of that 
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kind, which would permit the net revenues of sound facilities to offgy 
the deficits of the Hudson & Manhattan for a while. 

Mr. Tosrn. Studies of the statute are still in draft, being worked m 
oe attorneys general offices, counsel for the Governors, and Mp 

Idberg, who is the guiding genius of these resolutions, and wha 
not—he says to me, oy se f ia not know which way we may 

Mr. Horrzman. But the concept of pooling sound facilities with 
facility that is losing money, there is nothing wrong with that, is 
there? 

Mr. Tostn. It is very good. But you have to watch yourself. We 
are dealing in a very sensitive field there, with your credit. In other 
words, you can get away with the market with just so much of that 
J a will know—we are using consolidated port authority bonds 
to build heliports. Anybody knows today that no heliport today js 
going to be self-supporting. But the loss on it, in comparison to the 
whole picture, is a very little loss. And so the investor is perf 
willing to accept that, and he is confident we will watch that, and it 
won't grow to any big loss. In other words, it is a sensitive ares 
and if instead of talking about including what might be $600,000 or 
$700,000 for heliports, you start including the commuter rail logge 
around this area at $50 million a year, you are way, way over to the 
other side of the picture. But, even if you said—— 

Mr. Hoitrzman. But we are not talking about $50 million a year, 
Mr. Tobin. Weare talking about a small piece of this problem. Yen’ 
that so? 

Mr. Tostn. You can only talk about the small piece if you can go 
to the fellow who is going to buy the bonds, and say to him that 
have the contract with the States of New York and New Jersey that 
this smal] piece isn’t going to grow into a bigger piece or into the 
whole business. And if you can’t say that to him, he is not going to 
touch those bonds. These are simple human matters. Think of the 
scene. This is an investment officer of a bank sitting there. You 
come in. You are a bond salesman. You say I have three nice bits 
of security this morning—I have a port authority bond here, I have 
an authority bond from Oregon, and I have an authority bond from 
upstate New York, and they are all roughly the same return, and 
they have all an A credit rating at Moody’s. And he says, didn’t] 
read in the paper last week that the port authority was going to 
involved in the commuter railroad picture—and we will leave this 
particular Hudson and Manhattan provision out of it. And the bond- 
man says yes, but you know them, they are pretty capable people, and 
you can be pretty sure. His answer is—yes, but after I buy this bond, 
I have to go upstairs to the investing committee of my board. Andhe 
said, here is a pretty good security from Oregon, tax exempt bond, 
paying about the same rate, rate credit A—I think I will buy that 
and not fool around with this. 

It gets down to this human problem of the market. There is noth 
ing mysterious about the sale of bonds. It ultimately gets to that 
factor of human judgment and confidence. 

Mr. Stroman. Now, Mr. Tobin, I think you said just a minute ago 
that this concept, or this technique of pooling, was something that 
you really didn’t think of before—at least sometime before your pre 
posal to the New Jersey Legislature in September. But isn’t it# 
fact that this technique—— 
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Mr. Tosin. You don’t mean that—you said this concept of pooling? 
Mr. Stncman. Yes—this concept of pooling or grouping facilities 
so that a deficit operation could be carried for a time by operations 








te that are quite sound. : a2: 
rhat Mr. Tosrn. Well, actually, this began to develop in Commissioner 
. Palmer’s office. I remember the day last February, when we were 
Fi struggling over this ae And I remember going over basically 
t, ig | What we are talking about here, and putting my hands on the table and 
saying, “Look, Dwight, if you can put it here and here, and say to 
We | the investor that that is al] he has to worry about in the general port 
thee authority picture, maybe the bonds would be saleable. But I don’t 
hat | know how you would do it.” 
ail And we started to talk about how we could do it. Mr. Goldstein 
» | and Mr. Doyle and Mr. Goldberg and myself—and gradually our 
i. commissioners, as we got further and further into it—and we think 
we have evolved a way in which we think we are able to do it. 
ri Mr. Stncman. The point I was making is that the idea is not a 
newone. The pooling of 
. Mr. Tostn. That is where you are ere me off. I am not : 
ay | lking about pooling in this, and when you direct me toward the : 
the lems of the Hudson and Manhattan statute I don’t think you o3 
are talking about pooling either. * 
ear Mr. Sineman. When you say nobody thought of it, you mean no- 5: 
ant | body thought of a way to containerize this problem, is that what 
you mean ¢ : 
| Mr, Tostn. That is right. i 
Mr. Stncman. Isn't it true that with respect to even air terminal : 
iC bonds, a person who buys an air terminal bond doesn’t know whether 
the | of not tomorrow the two State legislatures might not get together 
to and require the port authority to take over every private airfield in 
the | the port district, or indeed in the two States? So that there is risk 
Foy | all the time, is there not? Isn’t it the same kind of risk that exists 
jits | With respect to whether or not the legislatures may require the port 
sye | suthority at some future date to take over another railroad 
- Mr. Tosin. It begs the whole question, because you have a grou 
nq | o% facilities in airports that we have demonstrated it can be operat 
+] | ma self-supporting basis, and are doing so, and you have got as to 
each of these new airports the judgment of the commissioners, and 
4 their obligations under the inal resolutions as to under what condi- 
d- | tions they will attempt to go forward to further airports. And 
nd | bondholders believe their representation in those bond resolutions, 
nd, and they trust the commissioners, and they are sure that they won’t 
he | 8 forward with any whole group of all the airports in New York 
nd, | *d New Jersey that is going to impair the securities of those bonds. 
nat Mr. Stroman. Exactly. And I think the history of the port au- 
thority indicates to bondholders that they have every reason to have 
dh | faith in the port authority, insofar as the protection of their invest- 
pat | Ment is concerned. And the question I am asking is why wouldn’t 
they have the same faith, not only based upon the history, but based 
go; "pon all of these financial restrictions and these financial require- 
mat | Méents that we have been discussing the last 2 days—why wouldn’t 
ro | they have the same kind of faith with respect to the commuter rail 
+g | “tuation without this statutory bar which freezes the situation? 


_ Mr. Tosin. Well, because they don’t believe that anybody, includ- 
ing the port authority, can operate commuter rapid transit on a self- 
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supporting basis. The market doesn’t believe it. Neither do I, as, 
matter of fact. 

Mr. Stnoman. Well, then, the State legislatures probably won) 

uire it, would they ? 
_ Mr. Tost. We get down to the facts of life—whether they reguip 
it or not, if we attempted to require it and say to the New York Sta, 
Transportation Agency, to name a mythical agency, you go ahead ay) | 
take over the commuter railroad of New York State, and opera, 
them on a self-supporting basis, I don’t care what the legislaty, 
said—they would never buy a car. 

Mr. Srneman. Well, let’s go back just for a minute to anothe 
subject, Mr. Tobin. 

In 1954, the two States of New York and New Jersey created thi ! 
metropolitan rapid transit commission for a study, didn’t they? 

Mr. Tosrn. They did. j 

Mr. SInGMAN. lesa didn’t the port authority, in January of thy 
year, pay $800,000 to this commission to finance a study of the mij 
commuter problem ? [ 

Mr. Tosrn. They made the funds available, yes, paid the bills x 
incurred. We paid the bills as incurred. We told them we would, } 

Mr. Stveman. Didn’t the port authority secure from this metro | 
er wang rapid transit commission a memorandum of understanding | 

fore it agreed to finance this study ! 

Mr. Tosrn. It was a jointly signed memorandum of understanding 
between the two bodies. 

Mr. Stneman. And didn’t the memorandum provide that the metm 
sree rapid transit commission, in conducting its studies, woul 

ar in mind that the port authority is unable to undertake ay 
facilities that are not self-supporting. | 

Mr. Tosrn. That is one of the quotes. 

Mr. Stneman. Well, now, didn’t such an agreement preclude inde 
pendent judgment on the part of the commission, and its consultants, 
on one of the important facts it was toconsider ‘ 

Mr. Tostn. No; I don’t think it did at all. 

Mr. Stnoman. Well, if it didn’t—— 

Mr. Tosrn. These were not consultants. They were the member 
of this other commission. This was the framework of reference of the 
study. If the study started out with the idea that commuter rapid | 
transit could be made self-supporting, very frankly, if they had any 
such ridiculous idea as that, we would not have considered financing, 

utting up almost a million dollars for a study by a commission who 
had such a ridiculous idea. 

Mr. Stneman. So, in other words, you wanted to make sure, before 
you handed over this $800,000, that they would come out with the 


Mr. Tostn. No. We wanted to understand the basis of the study. 
They were perfectly free to reach any conclusion that they wished. 

Mr. Stroman. They were perfectly free to reach any conclusion, ® 
long as the conclusion was not that the port authority did hare 
financial responsibility in the area / 

Mr. Topix. They simply said when they started the study—whal 
was that language again ! 

Mr. Stnoman. I don’t have the actual quote, but the essence of 
it was—— 


} 
right conclusions, so far as the port authority was concerned? 
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Mr. Tos1tn. Whatever the quote was in the statute. This was the 
roach of both agencies. It was the framework of reference 
within—which they approached it. Knowing Arthur Page, I couldn’t 
imagine—because he was a very sensible and intelligent man—but 
Jet us suppose that they had completely changed their mind durin, 
the course of the study. There is nothing in the world by way o 
contract or obligation or anything else that would have stopped them 
from writing such a report. 

Mr. Stveman. But you see the basis of my question is this, Mr. 
Tobin: Here is an independent commission, sup to reach inde- 

dent conclusions. And yet they are required, by this memorandum 
of understanding, to agree, before they are financed for this study, 
that they will agree with your conclusions, namely, that the port 
authority could not undertake financial responsibility. 

Mr. Tostn. No, that is not the sense of that general understanding 
at all. 

Mr. Stneman. Well, isn’t it true, Mr. Tobin, that it was your firm 
view that it was ridiculous to assume that the port authority could 
undertake financial responsibility? I am sure—— 

Mr. Torn. Yes. 

Mr. Stnoman. I am sure everybody doesn’t agree. Mr. Stichman 
doesn’t agree, for example. 

Mr. Tosrn. That might prove my point. 

Mr. Stneman. There are other people who don’t agree with that 
conclusion, Mr. Tobin. But yet-—— 

Mr. Tostn. Yes, I know them, and we have—I take Mr. Stichman 
out of this, because he is a very intelligent man, and we enjoy each 
other, and we differ in one thing or another. But leaving him out of 
the thing altogether, we have crackpots around New York, too. 

The CHatrMan. But other people have made expressions to the 
members of the committee, and to the commission, and they are en- 
titled to their views. You may disagree with them, violently as you 
wish. But there are others that have principles, too. 

Mr. Tosrn. But many of those who advocate this theory, in my 
judgment, are rather obviously crackpots. I am thinking of three or 
four names. 

The CHarrMaNn. So that everybody who disagrees with you on this 
proposition is a crackpot / 

r. Tostn. Oh, no. Herman Stichman disagrees with me on this, 
and Herman is not a crackpot. 

The CHatrrMan. Anybody besides Herman Stichman—— 

Mr. Tosin. There are other people who could reasonably but erro- 
neously come to this conclusion. 

Mr. Stneman. Then at least this memorandum of agreement pre- 
vented this commission from coming to such an erroneous agree- 
ment—— 

Mr. Tostx. No, it did not. It established a framework of refer- 
ence as they started the study. 

Let us suppose that halfway through the study they discovered 
some completely new invention, that nobody had ever heard of, in the 
field of electronics, that somehow solved the commuter rapid transit 
problem and made it a profitable operation. There wasn’t a thing in 
the world from having them come up and say with this new factor, 
it can be done and the port authority will do it. The only difference 
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is that at that stage they would have dropped the study and would} | 
have had to say the port authority, because, of course, the private rqjl. | 
roads would have been willing to do it on that basis. | 

The CHatrman. Mr. Tobin, since 1927, upon your own agggp. | 
tion, there has been an attempt to wrestle with this problem, and qy | 
solution has been reached as yet. And offers have been made ap | 
rejected, propositions have been submitted, they have been turned 
down. Where are we going to get to? What is going to happen | 
here? 

Mr. Tosin. Well, no one has been able to solve this problem ov 
the years, Mr. Chairman, that you suggest. But I have suggested, ip | 
my answer to Congressman Rodino earlier, that I think that we gp 
all of us who are wrestling with this thing in public life—and iti 
as we have said, it goes right through the layers of government in ow 
various responsibilities—but I said to Congressman Rodino befor 
that, I think with the New Jersey program, and with the New York 
program, and with the accelerated developments of the—of Ney 
York’s assumption of quite some responsibility for the New Have 
situation, and the ICC taking quite some now, that we are making 
progress in this matter. 

I suppose, Mr. Chairman, here is something that you and I both 
lived through and know about. It is one of these affairs. It is aco. 
dition of our democratic society. You and I remember the Malbum 
Street accident in Brooklyn, that frightful tragedy. As I recall it 
it is a fact, utterly unreasonable, utterly irrational, that that brought 
about the political climate under which is was possible to go forward 
in the city of New York, after years and years of discussion and prob 
lem and debate—— 


a Malburn Street crisis as far as the commuter problem is concerned 
until we come to some remedy ¢ . 

Mr. Tostn. Nobody is waiting. We all are wrestling with thee 
things, these and many other public problems that you gentlemen all 
wrestle with. But I am simply saying that we cannot, in this country, 
proceed with the dispatch that they can proceed with in a different 
type of society. 

The Cuarman. Well, since 1927, that is a pretty long while. 

Mr. Hoitzman. Pretty long wrestling match, isn’t it ¢ 

Mr. Tost. It is a wrestling match that has involved the Feder 
(Jovernment, the States, the port authority, the city, the railroads 
everybody. 

The CHamman. Most people that I have spoken to have seemed to 


think that the port authority has been more or less of an obstacle in 


this solution. 

Mr. Tost. [I would totally disagree with their opinion, sir. 

The Cuatrman. I think this is a good time to take a recess. We 
will recess until 2:30. 

(Whereupon, at 1:10 p-m., the committee recessed, to reconvene i 
2:30 p.m., the same day.) 

(The document referred to at p. 1518 follows:) 


The Cuatrman. Don’t you think we should not wait until we har 
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{From the New York Times, Apr. 30, 1960] 


taarric PropteM Latp to Port Unit—GerorGeE WASHINGTON BRIDGE ADDITION 
Wut INTENSIFY CiTy SNARLS, ProressoR SAys—UNIFIED PLAN Is Urcep— 
PoLITICAL SCIENCE ACADEMY Is ToLp Not To BooGLe at SuBSIDY FOR RAILROADS 


(By Murray Lilson) 


A Columbia University architect charged the Port of New York Authority yes- 
terday with double decking the George Washington Bridge to bring more auto- 
mobiles into Manhattan. 

James Marston Fitch, professor of architecture, warned that the authority’s 
decision was “certain to complicate even further the already disastrous situation 
in transportation between Manhattan and its western hinterland.” 

He told the Academy of Political Science that American cities generally lacked 
any coherent transportation plan at either the national or local level and there- 
fore were being endangered by “irrational manipulation.” 

As an example he cited the authority’s decision to double deck the George 
Washington Bridge for “more automobile traffic instead of the rapid-transit loop 
that was originally envisaged.” 


WARNS OF KILLING CITY 


“It is quite possible,” he asserted, “to kill a city, just as it is possible to kill 
asick patient by making his survival a matter of “Darwinian” struggle between 
infected man and infecting microbe.” 

Speaking at the academy's spring meeting in the Astor Hotel as a member of 
a panel discussing urban problems, Professor Fitch said: 

“Responsible men find it unobjectionable to subsidize the movement of people 
and goods by motor, barge, and plane—none of which could move a mile without 
the stupendous public expenditures in highways, rivers, and airports. 

“Yet the same men boggle at the suggestion either of subsidy to the railroads 
or of their nationalization—though the U.S.A. is the only Nation on earth which 
still preserves the polite fiction that national welfare and defense is consonant 
with a privately owned network of railroads. 

“The result of this is that passenger service, and especially commuter service 
into the cities has collapsed without a finger’s being raised to prevent it.” 


CARS’ EFFECTS “DISASTROUS” 


Professor Fitch asserted that the automobile’s “impact upon the central city 
has been everywhere disastrous.” 

“The automobile has not merely taken over the street,” he said, “it has dis- 
wlved the living tissue of the city. Its appetite for space is absolutely insatiable ; 
moving and parked, it devours urban land, leaving the buildings as mere islands 
of habitable space in a sea of dangerous and ugly traffic. * * * Gas filled, noisy, 
and hazardous, our streets have become the most inhumane landscapes in the 
world,” 

A qualified dissent to Professor Fitch’s indictment of the automobile was taken 
by Louis Winnick, executive director of the temporary State commission on 
economic expansion. Speaking as another member of the panel, Mr. Winnick 
sald : 

“Had the automobile never been, there is reason to believe that congestion in 
our streets would be immeasurably greater than it is. * * * It would be truer, 
I think, to acknowledge that the city was even more badly designed for a mass 
horse and buggy age than for a mass automobile age. It is likely that the auto- 
mobile, by encouraging a vast outward extension of the urban area, and by 
increasing the average rate of speed at which traffic flows, has spared the city 
from a very much greater degree of congestion.” 


The document referred to at p. 1518 follows :) 


{From the New York Times, May 10, 1960} 
ADDITION TO BRIDGE UPHELD—BUILDING OF SECOND DECK ON GEORGE WASHINGTON 
SPAN EXPLAINED 
To the Editor of the New York Times: 


The New York Times of April 30 reported on a speech by Prof. James Marston 
Fitch before the Academy of Political Science which revealed such a misunder- 








standing of the facts concerning the port authority’s construction of the 
deck of the George Washington Bridge that it needs prompt correction lest it mig 
lead your readers. 

As reported in your article, Professor Fitch charged that the port author 


that this was “certain to complicate even further the already disastrous situs. 
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was building the second deck “to bring more automobiles into Manhattan” and | 


tion in transportation between Manhattan and its western hinterland.” 
Actually, when the port authority and the Triborough Bridge & Tunnel Author. 
ity undertook a joint study of arterial highway facilities in 1954, origin and des. | 
tination data indicated that more than half of all trans-Hudson motorists oy | 
weekdays and almost three-quarters of them on weekends started and ended thei 
trips in places other than Manhattan. The double decking of the George Wag. 
ington Bridge and the construction of the Narrows Bridge were therefore pro | 
posed to provide bypass routes to the north and to the south of the congested ge. 


tions of Manhattan. This would make it possible for a maximum number ¢ i 


motorists to travel by direct routes without touching local Manhattan streets 


USE OF HIGHWAYS ' 


As a part of the second deck program, the port authority is building a new 12 
lane George Washington Bridge Expressway which will take traffic under the 
north-south Manhattan streets, from the George Washington Bridge across Map. 
hattan to the new Alexander Hamilton Bridge over the Harlem River and to the 
Cross-Bronx Expressway. As a result of the new Bergen County Freeway anj 
improved connections with the other arterial routes, most of the bridge trafie 
will use modern arterial highways rather than local streets for their access ty 
and from the bridge. Less than a fifth of the bridge traffic will be destined for 
midtown and downtown Manhattan. 

Let me also point out that in the planning of the second deck for the Georp 
Washington Bridge during the past 6 years our staff has maintained continuing 
and close liaison and has reached agreement with every planning, transportation 
and transit agency or group with any responsibilities in this fleld. 

Professor Fitch claimed that the second deck would be used for vehicular 
traffic rather than for rail transit, and implied that the port authority was depriy. 
ing the public of such rail facilities. When the George Washington Bridge was 
designed in the 1920's space was left in the framing of the two bridge towers to 
permit the addition of another deck under the existing vehicular roadway. At 
the time it was believed that a second deck might in the future be needed 


transit loop” as suggested by Professor Fitch. 


SUPPORT FOR TRACKS 


For 25 years there was no expression of interest for such use on the part of the 
New York City subway authorities, the railroads or any other transit operator 
Indeed, the metropolitan rapid transit commission, on the basis of studies by ont- 
standing transit consultants, stated in their final report in 1958 that “a plan 
(for bringing trains from Bergen County railroads across the George Washington 
Bridge) was not feasible because of the moderate benefits which would be & 
tained.” Nevertheless, I should point out that the second deck will be strong 
enough to permit the future installation of rail tracks should the need for them 
ever arise. 

It would seem, in reading some of the colorful language in Professor Fitch's 
remarks, that his basic quarrel is with the automobile and the American peopl 
who use it. 

As Louis Winnick stated on the same panel before the academy, the automo 
bile—and the truck and bus—serve the needs of the American people and their 
communities. It is an element in today's economy which is as vital as are the rail 
roads, airplanes and ships, all of which provide this country with an unmatched 
flexibility of transportation service. 


Ezecutive Director, the Port of New York Authority. 
New York, May 3, 1960. 


—— 


to carry an extension of the New York City subway tracks—and not a “rapid 


Austin J. Tostn, 


| 
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(The document referred to at p. 1520 follows:) 


REMARKS BY 
AUSTIN J. TOBIN 
REGIONAL PLAN ASSOCIATION 
October 5, 1960 


I have read with interest Mr. Fagin's presentation of the trans- 
portation problems of the region and what he feels our approach should be 
to their solution. I feel that Mr. Fagin tends to overlook much that is 
good that already exists, and much that is being accomplished today. 

The transportation system of the region, as we know it today, 
has evolved gradually, over a period of many years, first because of the 
existence of the harbor at the confluence of our regional rivers, then 
spurred on by the excellent network of railroads, and in our day holding 
its pre-eminence with the region's magnificent system of integrated high- 
ways and airports. The metropolitan region of northern New Jersey and 
New York could not exist without this over-all transportation network, 
which is the whole basis for its economy. 

I believe that the transportation problem within the region is 
not as complex or as unsolvable as many people imagine it to be. And I 
abjure the overworked adjectives "catastrophic" and "chaotic." I believe 
that outside of the counties of the central core area, local action by 
existing agencies and present means of transportation can solve the problems 
of local travel within and between the outlying counties. The problem in 
the central core area is basically one of maintaining the essential 
commuter rail services, modernizing them and making them efficient. This, 
in my opinion, can be achieved only by political acceptance of the need for 
the commuter railroads and at the same time of the need for their financial 
support, in much the same way that the City of New York accepts the need 
for the New York City Subway System and the resultant municipal subsidy of 


over $100 million annually. 
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There are, of course, transportation problems within the region 





pat 
other than the preservation of essential rail commuter services. any 
As directed either toward the narrower problem of commuter SETVicg asp 
or these broader transportation problems of the region, I must express ay 
strong feeling that Mr. Fagin's proposal for the creation of a Metropolita is 
Transportation and Development Commission, on a tri-state, region-wide basi; ite 
would achieve little, if anything, within the realistic framework of 80 lving i 
these problems cul 
In the first place the Commission, as proposed by Mr. Fagin, in 
would have as its basic function "to develop and recommend policy" in regan at’ 
to the “metropolitan aspects of transportation and related development." 
Nowhere in Mr. Fagin's proposal is there any statement as to who would a 
receive these policy recommendations, nor is any attention given to the tr 
governmental or political responsibility for carrying them out. be 
The program of Mr. Fagin's Commission is described as "gathering e 
and analysis of essential basic facts," “analyzing trends in all aspects a 
of transportation," the establishment of “cooperative working relations Ce 
with a large number of governmental agencies and private companies,” and re 
establishing the relationships between the "general planning being done f 
at the regional level to the more detailed planning...at the...local 4 
levels." 
Mr. Fagin insists that his proposal for a tri-state commission t 


does not involve any form of super-government, any (and I quote) "con- 
centration of interest" on the problems of the City of New York, any 
interference with the present proposed improvements to the region's trans- 


portation system, any (and I quote again) "elimination of the use of the 
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sarket mechanism in regard to transportation choices," nor, he protests, 
any interference with existing agencies presently concerned with different 
aspects of transportation within the region. 

It should be immediately apparent that this, by its own description, 
is a harmless enough exercise. It is primarily a research program. With 
its built-in qualifications and disavowals nothing would seem to be more 
certain than it would never become an action program. By contrast several 
current action programs, including those now moving forward under the 
initiative of New Jersey and New York seem to me to offer much more 
attainable and realistic solutions. 

Mr. Fagin believes that somehow such a research and coordinating 
agency could develop policies regarding the relative use of railroads, rail 
transit, bus, the private car and other forms of transportation, on the 
basis of a region-wide land use plan. Decisions as to the use of land as 
expressed in zoning ordinances have, of course, always been thought of as 
amatter for local decision. Mr. Fagin would now have a tri-state Regional 
Comission decide, for example, that since a major highway or a commuter 
railroad line passes through a particular community, zoned for single- 
family residence, that the regional pattern necessitates that community's 
development with high-rise apartments. 

It would be interesting to learn how Mr. Fagin would reconcile 
this with hie stricture that we avoid (and I quote) “tremendously important 
decisions * * * through a process disturbingly remote in a political sense 
from the metropolitan constituency." What puzzles me is that he should be 
describing in these terms our existing governmental institutions; and 


propose, as a cure, a new agency, comprising the most remote kind of 
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representation and charged with some kind of responsibility for problems 
most intimately affecting the daily lives of our citizens. 

I submit, on the contrary, that a realistic rather than a 
theoretical examination of the over-all transportation problems of the 
region would indicate that many individual aspects are in relatively good 
condition. It is my feeling that, in general, marine, air and highway 
transportation are currently moving ahead with no more than the usual 
difficulties of democratic government, and that re-examination and 
“coordination” by still another regional agency, of their operations and 
inter-relations, would be of little more than academic value. 

Most of us would agree that the main problem lies with the 
railroads, both in terms of their passenger and their freight operations, 
Let me first discuss the passenger side of this problem. 

It is recognized by all who have studied the matter that the 
overriding fact about commuter railroads is that such service is, and 
inevitably will continue to be, a deficit operation, and that the adequacy 
and quality of commuter rail service is directly related to financing. 

It has been estimated, on the basis of the railroad stockholders’ reports 
and testimony of railroad officials before regulatory agencies, that the 
deficits for all commuter railroads and rail transit operations in the 

New Jersey-New York metropolitan area currently amount to about $150 million 
a year, including the annual capital debt charge of about $100 million on 
the New York City transit system, now subsidized - and properly and neces- 
sarily subsidized - by the taxpayers of the City. 


The only rail transit services which are even approaching a 


nominal breakeven point on operating expenses are those which receive some 
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form of public subsidy, such as tax abatement as in the case of the Long 
Island Rail Road (which also is currently relieved of debt service payments 
to ite owner the Pennsylvania Railroad), or such subsidy as the appropriation 
of capital funds and debt service payments from municipal tax revenues, as 

in the case of the New York City Transit Authority. 

Some savings for the region's commuter railroads undoubtedly can 
pe accomplished through consolidation of services, revisions of the fare 
structure, and various other means. The fact remains, however, that any 
guch action could lead only to some reduction in but not the elimination 
of present out-of-pocket deficits. 

Mr. Fagin suggests that the rail commuter crisis can be solved 
only as one part of an over-all "integration" of all forms of transit and 
transportation within the region I suggest that “integration of trans- 
portation” is a term which must be examined closely to determine its real 
meaning. Some advocates of transportation integration argue that by 
developing an "integrated" transportation system, to serve the tri-state 
region, enough new riders can be generated, or brought back to the rails 
from some other form of transportation, to make a rail transit plan self- 
supporting, and at the same time achieve a more balanced network in our 
total transportation plant. 

Others carry the concept even further. They argue that rail 
rapid transit must be combined with all other forms of transportation under 
one agency, not only in terms of planning and policy making as Mr. Fagin 
recommends, but through complete financial and operating responsibility. 


They advocate the pooling of all revenues from railroad, automobile and 
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bus passengers on the assertion that it would free the entire commuter 
transportation system from the need of public subsidy. 

All these theories of “integrating” commuter transport have their 
basis in an incorrect assumption that there is an interchangeability among 
all forms of regional transportation. The fact is however that much of og 
bus transit serves areas not served by rail; much auto commutation, 
particularly that within and between the outlying counties, and most week- 


end recreational traffic is between points not served by either bus or raj} 


transit; and much rail transit can never be replaced by vehicular transports), 


because of the impossibility of providing highway and parking capacity in 
congested areas. As a matter of fact, today's pattern of residential, 
commercial and industrial developments within the region has been made 
possible to a large degree by the arterial highway system for auto, bus, 
and truck service 

In fact, much of today's essential commuter travel within the 
region, particularly short-distance intra-state movements between 
residence and place of employment, involves travel between neighboring 
communities and, therefore, depends primarily on the bus and the auto- 
mobile rather than railroads. 

To illustrate just another aspect of the fallacy: It has been 
proposed to provide continuous rail service through the tri-state region, 
particularly to New Jersey from Westchester and Connecticut, via Grand 
Central Station. This presents the surface attraction of eliminating the 
uneconomic stub-end terminal at Grand Central. Unfortunately the facts 
are that in the last study, made a few years ago, all of thirty commuters 


from Westchester and Connecticut arrived at Grand Central Station witha 
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ew Jersey destination. And in the reverse movement, a grand total of 

37 of the 70,000 New Jersey commuters into Manhattan by rail and bus in 

the morning peak hour, continued on to Westchester. It is obvious that 

the great majority of the trains on a through system, such as have recently 
peen proposed, would be empty on their trips out of the central business 
district im the morning, and empty on returning thereto in the afternoon. 

But to get back to the realities and practicalities of the problem, 
rail transit still has a vital and essential role to play in the region's 
transportation system, especially for commuters from various separate and 
distinct sectors of the outlying areas to the central core of the metro- 
politan area. The main line commuter railroads which connect New Jersey, 
Westchester, Fairfield County and Long Island with New York City are 
essential and must be maintained 

On the other hand, the creation of far-flung new rail systems 
cannot be supported by traffic demand, present or future. With the ever- 
increasing dispersal of our population, as pointed up in the Vernon studies, 
an attempt to turn back the clock by developing a fixed "loop" at tre- 
mendous capital cost, would be most ill-advised - even assuming there were 
some way of financing it. 

Inherent in many of these suggestions, despite disclaimers, is a 
desire to control, if mot to limit, the usage of motor vehicles and the 
development of new or improved highway facilities, It is doubtful if the 
proponents of these ideas have truly faced the logical outcome of what 
they contemplate, namely the delegation and authorization to one super 
agency to decide how, when and where people are going to travel, through 


over-all control of the planning, phasing, construction and operation of 
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all the facilities of travel. I think it is somewhat unrealistic to 
assume that either the people or their local governments will be willing 
to subject themselves to such controls 

I also submit that Mr. Fagin and others are unduly worried abou 
what they call the "fragmentation" of our government services. Enumeration 
of a long list of agencies on all levels concerned with the transportation 
problem only serves to befuddle the issue It would be equally apropos to 
wring our hands over the multiplicity of agencies concerned with the 
problems of police, health or welfare. I can assure you that there are 
many more agencies concerned, by actual count with those problems, and yet 
isn't this plurality the very nature of our scheme of government? I am 
reminded of Banfield and Grodzins delightful spoof in their book on 


metropolitan areas: 


"It will be seen that definition itself can make any 
function one which can be ‘adequately’ performed only 

on @ metropolitan basis. Dogcatching, for example, could 
be done ‘adequately’ only through a metropolitan-wide 
government if the following arguments were accepted: dogs 
are no respecters of municipal boundaries; the control of 
stray dogs is essential to the health and safety of urban 
populations; there must be quick and complete circulation 
of information regarding stray dogs throughout the metro- 
politan area; dogcatching services must be of the same 
quality throughout the area; dog pounds must be located 

so as to be within easy access of all population groups 
within the area; the need for dog control is so great, 

and the professionalization of personnel so difficult, 
that it would be dangerous to rely upon merely cooperative 
dog-control arrangements among the separate local govern- 
ments concerned; and 'Balkanization' of local government 
prevents leaders in dogcatching from operating outside 

the central cities where their services are most needed." 
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We must obviously make maximum utilization of our present commuter 
services for all modes of transportation, and move forward cvuilectively with 
each governmental unit and public agency carrying out its part of a total 
program within its own areas of responsibility. In my view, this is the 
realistic approach to the transit problem. 

What's more we are beginning to make real progress along these 
lines in the New York-New Jersey metropolitan region. The programs which 
are now being carried into action in both New York and New Jersey, insofar 
as the commuter railroads are concerned are, in my judgment, sound, 
constructive and attainable programs, which go a long way toward assuring 
the preservation and improvement of these services. 

In instances where the transit problem involves bi-state 
fecilities, many of us have believed that the workable approach lies in 
the creation of agencies in each State which would have specific powers to 
participate in joint study and action. Any necessary interstate plans 
involving New Jersey-New York or New York-Connecticut in joint facilities 
or joint policies could then be met in orderly fashion by joint agreements. 

Thus, it was gratifying when New York and New Jersey took just 
such action in 1959, with the State of New Jersey establishing a Division 
of Railroad Transportation and the State of New York setting up an Office 
of Transportation. At the same time, under bi-state legislation, the heads 
of these agencies were also constituted to act as a bi-state agency in 
order to develop the necessary coordination. I sincerely believe that these 
actions and the subsequent programs evolving in and between the two States 
during the past year and a half represent constructive and productive 


efforts to solve the interstate aspects of the commuter problem. 
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Last year, New York State enacted legislation under which the 
railroad tax bill will be cut one-third by 1962. In addition, New York 
created a commuter car program by which the State would supply the capita) 
financing to permit its railroads to replace their obsolete coaches with 
new, modern equipment. To implement the basic bi-state legislation 
creating the commuter car program, the State appropriated $20 million to 
be made available to the Port Authority as the financial foundation for 
the first stage of its program. It also took the initial steps to amend 
the State Constitution so that a second-stage of the program could be 
financed by a special Port Authority bond guaranteed by the State of 
New York 

The first stage of the program, involving agreements between the 
New York commuter railroads, the Interstate Commerce Commission, the private 
banking group and the Port Authority, as the agent of the State of New York, 
have been under negotiation since last fall. The agreements are naturally 
rather complicated but we are all confident that they will be successfully 
completed in the very near future. 

So far as the new cars themselves are concerned, the railroads aj 
the Port Authority have completed their work on the preparation of specifics 
tions for the best possible modern car for the commuting public. While every 
effort was made to agree on a standard car, various operating and physical 
differences and other considerations ruled out a car that might be completely 
interchangeable among all of the railroads. However, commuters on each of 
the railroads will find the new cars to be completely modern coaches with 


improved air conditioning and other comforts. 
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On April 4, 1960, Commissioner Palmer released his report, 

"New Jersey's Rail Transportation Problem," with the conclusions and 
recomendations of his State's Division of Railroad Transportation. A 

na jor recommendation of that report was that the State of New Jersey would 
enter into contracts with the commuter railroads, whereby. the railroads 
agreed to maintain the essential commuter services, for which in-turn the 
state would make direct payments totalling $6 million to the railroads this 
year, on the basis of the number of passengers carried by each railroad. 
This provides the assurance that essential commuter rail services in 

New Jersey will be continued during the coming year and sets a pattern 

for continued operations. 

After a thorough study of the further recommendation of this 
report that the Port Authority purchase new equipment for the Hudson & 
Manhattan, we were forced to the reluctant conclusion that our rental of 
commuter cars to the Hudson & Manhattan would be neither legally nor 
financially possible. After six months of joint study with Commissioner 
Palmer we therefore worked out, and announced last week, a specific plan 
for acquiring and modernizing this essential trans-Hudson rail facility. 

This plan can be carried out only within the framework of the 
Port Authority's pledges and commitments to those who invest in its bonds. 
Our bonds are ‘open end" revenue bonds. Investors will continue to buy 
them only if they can be assured that financing the Hudson & Manhattan 
does not mean that they, the investors, are going to become generally 
involved in the huge deficits of the New York and New Jersey commuter 
railroads. Port Authority bonds for such a project would be marketable 


only if the two States, in effect, "build a statutory fence around" the 
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Hudson & Manhattan, which will assure investors that the general credit of 
the Port Authority will not be impaired by wholesale involvement in the t 
endless deficits of commuter operations. 1 
Finally, may I also discuss briefly the railroad freight problen, ! 
which is so important to this metropolitan area. As the States of New Jersey 
and New York move forward in providing public financial relief for the ‘ 
commuter railroads, the Port Authority strongly believes that it would be ‘ 
reasonable for the States to require that all possible means be taken by | 
the railroads themselves to achieve maximum economies and efficiencies in 
their freight operations, in and around the Port of New York. For example, 
serious consideration should again be given to the feasibility of joint 
usage of terminal and other freight facilities, a consolidation of tracks 
and other services, the adoption of reciprocal switching operations, and 
the establishment of freight rates and services - including the equalization 
of freight rates between New York and competing ports - which will attract 
more rail freight traffic into and out of the Port of New York. 
We would hope that the States of New Jersey and New York would 
insist on an earnest re-examination of these possibilities as a condition 
to the subsidization of commuter rail travel. The Port Authority is ready 
to undertake such a study. It would, however, require the complete and 
wholehearted cooperation of all the raiiroads concerned. We have discussed 
such a study with the New Jersey Division of Railroad Transportation and 
the New York State Office of Transportation. We believe that they are in 


accord with our recommendation that the railroad freight problem in the 


Port area should be reviewed once again with the railroads. 
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of To conclude, I believe that current programs now under way, and 
the thinking and planning behind them, offer real hope for a practical 


solution of our most serious regional transportation problem, - the 


‘en, necessity for maintaining railroad commuter service. This approach may 

er sey leck some of the excitement and romance inherent in the idea of integrating 
all forms of transportation at the regional level, but I believe that it 

e offers a much more realistic and attainable goal for success within our 

' lifetime. 
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transportation problems which face 


I am delighted to be here 


Tuesday, 


URBAN 


TRANSPORTATION TODAY 


Austin J. 
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Tobin, Kkecutive Director 
The Port of New York Authority 


before 


28th Annual Meeting of the 
AMERICAN BRIDGE, TUNNEL & TURNPIKE ASSOCIATION 
Sheraton-Atlantic Hotel, New York City 


November 15, 1960, 12:15 F 
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today to talk with you about some of the 


the urban areas that many of us serve, With 


the recent election having decided if not resolved our nation's great quadren- 


nial debate, 


it is my hope that I can take advantage 


of the relative calm to 


contribute something to our thinking about another nation-wide issue. I refer 


to the pronouncements, 


we should be building highways or maintaining and 


commuter services. 


Like so many public 


pamph lets, 


learned and unlearned debates as to whether 


improving essential rail 


issues, the trouble with so many of the papers 


and speakers on this question is that they treat the 


rubber" 


as if 


the answer were either black or white. 


the firm conviction 


we can. 


shaping our urban areas today 


change, 


issue of "rails versus 


As you will see, I am of 


that our governments should be doing both, and as fast as 


This conviction grows out of what we now know of the forces which are 


Urban areas in the United States are passing through a period of rapid 
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characterized by a decentralization of economic activities, suburbaniz: | 


tion and regional or area growth far in excess of our 


prospect 


for 
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there are certain very important forces which are at the root of these changes 
that must be examined. 

First, technological advances in communication, power generation and 
transmission, and in transportation have greatly multiplied the quantity of 
lend available for urban development. In effect, our urban land resources have 
been vastly increased by these technological advances. Millions of acres that 
vere virtually inaccessible at an earlier date are now available and usable for 
urban development 

Second, advances in manufacturing processes and in warehousing prac- 
tices, calling for more and heavier production machinery and horizontal assem- 
bly and materials-handling operations have brought forth a new form of indus- 
trial design, demanding extensive acreage for one-story buildings. The multi- 
story factory on a restricted site is now obsolete except for a few special 
sanufacturing problems. 

Third, partly in consequence of these technological developments, 
but also because so many American families today have the desire and ability 
to increase the amenities of daily lives, land is now being used extensively 
rather than intensively for both residential and industrial purposes Every- 
thing urban has come to demand more space Housing and industry both have gone 
suburban. 

This “suburbanization" of our cities or regions, the so-called “urban 
sprawl," has occurred in part as a result of the flexibility offered by "rubber- 
tired" vehicles for the movement of people and goods It has, at the same time, 
created an ever-increasing reliance on automotive vehicles, as population and 
industry have concentrated in areas not conveniently served by the fixed road- 


beds of the nation's railroads. Thus, for the last thirty or forty years, we 
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have had a new dimension in urban and, in fact, in national transportation -. 
a dimension which has kept all of us in this room planning and working des. 
perately to keep pace with the public demand, and the absolute necessity in 
the national interest, for the roads, turnpikes, bridges and tunnels that have 
been essential to the movement of America's seventy million automobiles, buses 
and trucks. 

But what of the old dimension, the urban railroad lines built before 
our nation's need for complete flexibility in both individual and general cargo 
transportation became essential. Can we now, with our autos, trucks and buses, 
afford to discard the old urban and suburban rail service as we discard last 
year's model of our automobile or washing machine? The answer to this question 
emerges clearly from an examination of those areas which our old rail commuter 
plant was built to serve -- the central business district and the "suburbs" of 
a half century ago - all strung out like beads on a string along the only line 
of transport of those days, the commuter rail lines. What do our studies tell 
us is happening to these areas? 

First, the urban core areas have tended to become stabilized or have 
suffered small losses in employment. Here in New York, Manhattan's central 
business district has lost jobs as industry has relocated to peripheral areas; 
but new and expanded “home office” functions have created "white collar" jobs 
in their place. The urban core has remained the cultural and amusement center, 
with theaters, restaurants, and the like, creating employment in the service 
functions. On balance, Manhattan has maintained a fairly stable total of jobs 
at the somewhat staggering level of some 24 million. 


Most of the suburbs of a generation ago, which planners characterize 


as the “inner ring,” have similarly stabilized or lost in population and have 
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changed in character. But the population remaining in these areas is very 
large, probably as large or larger than in many of today's suburban communities 
yere rapid growth and its attendant political and sociological phenomena are 
geh in the spotlight. As an example, although Hudson County, New Jersey, 
jmediately across the Hudson River from Manhattan, lost some 41,000 in popu- 
lation between 1950 and 1960, it still has a population of 607,000. This is 
greater than the population of 13 out of the 22 counties included in the New 
york metropolitan area as defined by the Regional Plan Association. 

Thus we have a major, or rather the major employment center still in 
the central core area and heavy population concentrations in the "inner ring." 
It is obvious, therefore, that we cannot do without the transportation plant 
that plays the major role in journey-to-work travel between these two areas, to 
sy nothing of the rail systems which provide commuter service to and from the 
older suburban centers. We cannot do without those rail commuter lines which 
serve high density population areas and which handle a heavy volume of journey- 
towwork travel. These are generally main line services and they are essential 
commuter services in 1960, just as most of them were in 1900. They are essen- 
tial because they carry the majority of people to and from the central business 
district during the peak commuter hours end because, as a practical matter, this 
volume of passenger travel cannot be handled by any other means. 

Here in the New York region, almost 90% of commuter travel into 
Manhattan's central business district is via mass transportation, with a signif- 
icant portion of the total handled by rail. Similarly, mass transportation 
plays a major role in commuter travel to the business centers of all of our 
large cities. We could not hope to handle this mass transportation, journey- 
to-work travel by private automobile because of the prohibitive cost of pro- 


viding sufficient highway and downtown parking facilities. 
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Let me summarize this view of today's urban transportation require. 
ments. We need to maintain our essential commuter services in order to handle 
journey-to-work travel from densely populated suburbs to the central businegs 
districts of our cities. At the same time, we need to provide for off-hour, 
week end and holiday travel; and journey-to-work travel between the vast areas 
of our newly developed and developing suburbs which our rail systems do not 
and could not adequately serve. These vast areas can only be served by bus 
transit or by the private automobile, both of which require, and must be 
served by, adequate highway systems. 

This concept of the over-all transportation requirements of this 
metropolitan district is one that we have been stressing at the Port Authority, 
It is reflected also by Raymond Vernon in the summary of the study of the New 


York Metropolitan Region published yesterday under the title, "Metropolis 1985," 


Dr. Vernon speaks of 


"wrk a Region in which the centripetal pull is weakening. 
This, in turn, means a further modification of the over- 
simplified picture of the Region as a ring of bedroomy 
communities in the suburbs emptying out their inhabitants 
every morning to the central city. Incomplete and mis- 
leading as that picutre is today, it promises to be even 
more misleading in the decades ahead. Accordingly, the 
prime transportation ‘problem’ of the Region, so long 
thought of as that of bringing people to and from the 
central city, may well be matched by the development of 
many new and little bottlenecks, arising out of the dif- 
fuse cross-hauling and reverse commuting which the future 
will bring. And the chronic complaint of the outlying 
areas that they lack an ‘economic base’ may continue to 
lose some of its realism and force." 


Thus, railroad and highway facilities complement and supplement each 
other, each fulfilling the service it is best equipped to provide. Only a 


minimum of these two services can be considered as competitive. I do not ac- 


cept the frequently heard premise that highway and rail transportation in 
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today's urban areas are somehow interchangeable. We need both to provide for 
the continued economic health of our urban areas. 

Having established the need, let us appraise where we stand in ful- 
filling this dual transportation requirement. The situation varies greatly, 
of course, from metropolitan area to metropolitan area, but some generaliza- 
tions are possible. 

I feel we are making good progress in the highway field and we can 
all be proud of the contribution which public authorities have made to this 
progress. Here in New York and northern New Jersey we might note the joint 
arterial program of the Triborough Bridge and Tunnel Authority and The Port of 
few York Authority. Almost seven years ago, these two Authorities joined in a 
comprehensive study of the arterial needs of the New York-New Jersey metropoli- 
tan region. Out of this study came the recommendations that a second deck with 
siz lanes be added to the George Washington Bridge; that a great new suspension 
bridge be constructed over the Narrows in New York Harbor between Brooklyn and 
Staten Island; and that a new facility, the Throgs Neck Bridge, be constructed 
between Queens and the Bronx. Each of these projects involved also the construc- 
tion of extensive new approaches and arterial connections radiating out for 
ailes from the bridges themselves. 

Each of the projects recommended for construction by the two 
Authorities is now well under way. The Triborough Bridge and Tunnel Authority 
will open the Throgs Neck Bridge early next year. In mid-1962, the Port 
Authority will open the second deck of the George Washington Bridge. Work is 
proceeding according to schedule and construction of the intricate system of 
milti-lane, multi-ramp approaches and interchanges is advancing rapidly with 


every effort being made to maintain smooth traffic flow while construction is 
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in progress. The completion of this facility will provide a northern by-pass 
route around the congested central business district of Manhattan Island, 
thereby expediting the flow of interstate and through as well as local traffi¢, 

A southern by-pass route around Manhattan's Central Business District | 
will be provided by the Narrows Bridge, under construction by the Triborough 
Bridge and Tunnel Authority. Construction began on this, the world's longest 
suspension bridge, in August 1959 and the Triborough Authority is looking to 
its completion in early 1965. Traffic moving between Brooklyn, Queens and 
Long Island communities and points in New Jersey and to the south and west wil] 
find this new route a great time saver. At the same time, Staten Island for the 
first time will have a direct road connection with her sister boroughs of the 
City of New York. 

This interstate arterial program is only one of the many programs 
moving forward in the New York-New Jersey metropolitan area, with extensive 
new facilities being provided by the Highway Departments of both States, by 
county and local governments and by special-purpose Authorities, many of which 
are represented in this room. The planning of all of these various agencies is 
closely coordinated, and as a net result, this metropolitan region is being 
provided with the modern highway system it requires to fulfill one important 
phase of its over-all transportation problem. 

Public agencies at all levels are making similar progress in other 
urban areas throughout our Nation to provide first-class highway transportation 
facilities. As in the New York-New Jersey area, the Interstate Program is of 
major importance in meeting the highway needs of these areas. 


In my judgment, the concept of an interstate highway system, evolved 


in 1954 and legislated in the Federal Aid Highway Act of 1956, exemplified 
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farsighted planning for the Nation's present and future needs. It recognized 
that by 1975 there will be 110 million vehicles on the Nation's highways, and 
that provision of first-class highways between the ever-growing urban areas of 
our Nation is essential to the continued economic and industrial growth of the 
yrban areas themselves as well as that of the Nation as a whole. The Federal 
Highway Act of 1956 provided the machinery to plan and construct these highway 
facilities at the earliest date possible commensurate with sound fiscal manage- 
went. 

The authors of that Program conceived and the Congress legislated a 
program thet will provide a system of 41,000 miles of multi-lane expressways, 
crisscrossing the country, providing a balanced, safe and efficient highway 
network. These routes will serve nearly 75% of the urban population and 90% 
of the cities of more than 50,000 population. The system will carry nearly a 
fourth of the Nation's traffic in an age when one out of every six businesses 
in the United States is in some way related to highway transportation and when 
highways and motor vehicles are responsible for a seventh of the Nation's gross 
national product. 

I am concerned, as I am sure you are, by differences of opinion as to 
how the Federal program should be administered, and I fear that these differences 
my lead to serious delays. It is my earnest hope that “program management" 
wll not be confused with "program need" and that the program will move forward 
at something close to its original schedule. The urban areas of the Nation 
need the Interstate Highway System as does the entire Nation. We have made a 
good start. About a fourth of this system has been completed as we meet here 
today. Americans are rolling along thousands of miles of highways provided as 


mrt of the Interstate System. Let us resolve the differences which exist and 


get on with the job. 
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The status of essential rail commuter services is somewhat less Clear. | 
cut than the state of our highways because of the inherent financial deficit 
character of such operations. If these services are to be maintained, and a; 
I have previously indicated, I believe it is essential they be maintained, soy 
form of public subsidy is necessary. 

There has been a growing recognition of this need to preserve rai] 
passenger services in urban areas throughout the Nation. In fact, various pro. 
posals for federal aid to commuter railroads actually were dicussed in the lag: 
session of Congress. 

Local solutions are also being achieved. For example, in New York 


City capital improvements to the subway system are paid for out of general City 


funds with subway revenues intended to pay only operating and maintenance ex- 
penses. In Boston, deficits incurred by the Metropolitan Transit Authority are 
paid out of taxes apportioned among Boston and thirteen surrounding municipali- 
ties. In Philadelphia, the City is working with and subsidizing two railroads 
serving that City in an effort to maintain and improve their commuter services. 
The same picture is found in other major metropolitan areas as the public is 
coming to the realization that financial support is necessary if essential co- 
muter services are to be maintained. j 
Here in the New York-New Jersey region, several programs are moving 
forward to aid financially crippled commuter railroads. In New Jersey, 
Commissioner Dwight Palmer has submitted, and the New Jersey Legislature has 
adopted, a program which represents a realistic and constructive approach to 
assure the continuance of vital rail commuter services. This program includes 


the consolidation of certain rail operations and the elimination of some rail 


services which are not considered essential. The State's Division of Railroad 
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transportation has entered into service contract with most of the commuter 


Clear. | 
it railroads of the State to effect these changes and is granting a total of 
as $6 aillion annually in subsidies to the contracting roads. 
Some | The New York State Office of Transportation also has under way a 
| program of aid to commuter railroads, including tax abatements, and a railroad 
1 equipment program. 
Pros | I am pleased to say that my own organization, the Port Authority, is 
lest | cooperating with the two States in developing these programs. On the New York 
| side, we are administering a program for the State which, through utilization 
k of State funds or with a State guarantee of special Port Authority bonds issued 
City | for the purpose, will, we hope, lead to the acquisition of new passenger equip- 
x- | gent for the commuter railroads of the State. In New Jersey, we are working 
are vith Commissioner Palmer and his staff to find means to enable the Port Authority 
is | to participate in various phases of the interstate commuter rail program. 
ads | In this connection, on this past September 27, we advised a New Jersey 
es. Senate Commission that under certain conditions, the Port Authority might be 
; able to sell bonds for the acquisition and modernization of the Hudson & 
om- | Manhattan Railroad and, at the same time, continue the financing of the States’ 
| vital port development program. We are continuing our studies of possible ac- 
8 ) quisition and operation of this vital commuter railroad and are hopeful that 
the two States Will enact the legislation which will make such Port Authority 
action possible. 
Thus, our public agency is doing its best to meet both the highway 
| 
es | and commuter railroad needs of the New York-New Jersey metropolitan region. 
l i It is our firm conviction that the continued economic well-being of the people 


ad of our region can best be assured only if both of these needs are fulfilled. 
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I would like to add one more thought, which is in reality a note of 
caution. I have stressed the need to maintain, and by implication improve, 
essential rail commuter services. It is in a sense a “hold the line" policy, 

This policy contrasts and conflicts sharply with the view of some 
that what we need is the creation of far-flung new rail systems or fantastically 
costly "dream" plans. In my judgment such systems, always prohibitively costly, 


cannot be supported by traffic demand, present or future. With the ever- 


increasing dispersal of our population, as pointed out in numerous planning 
studies, any attempt to turn back the clock by developing grandiose new rai] 
systems at tremendous capital cost would be most ill-advised, even assuming 
that they could be financed through huge public subsidies. What I am saying 
is that the limitations which fixed right-of-way rail systems face in serving 
a widely dispersed population must be viewed realistically. Let us devote our 
energies to practical measures to preserve and improve those rail services 
which clearly have a role to play in urban transportation. 

It is not likely that my remarks here today will quiet or even lessen 
the debate among planners as to the respective merits or demerits of rail and 
highway transportation. I can only re-assert that they are not interchangeable 
and that each has its important role to play in the total transportation pic- 
ture. I would suggest that railroad advocates ask themselves, "What can I 
offer the off-hour, week end and holiday traveler to counterbalance the complete 
flexibility of route and the door-to-door service of the bus and the private 
automobile?" At the same time, I would like proponents of highways to ask 
themselves, "Can I reasonably expect to handle efficiently the commuter travel 
currently moving via rail into the central city, and how much will it cost me!” 


The answer to today's urban transportation problems, I believe, can be found 


only in objective answers to these central questions. 
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In view of reports in the press over the past few days 
concerning the discussions that have been going on since 
last winter between Commissioner Dwight R. G. Palmer 
and The Port of New York Authority on the subject of the 
Hudson & Manhattan Railroad, including statements that 
a report on those discussions would be expected during the 
course of these hearings, we would like to submit the fol- 
lowing short summary of our continuing studies of the 
commuter rail transit problem, with particular reference 
to the Hudson & Manhattan Railroad. 

In order to save time, | would like first to submit for the 
record the statement of the Commissioners of the Port Au- 
thority on commuter rail transit submitted on November 
24, 1958 to Committees of the New Jersey General Assem- 
bly. This statement contains a rather complete background 
review of the transit problem and transit deficits as well 
as a complete analysis of the financial and legal reasons 
why the Port Authority as a self-supporting agency could 
not take on the deficits of the commuter railroads in the 
metropolitan region. 

Since that time Commissioner Palmer has submitted 
and the New Jersey Legislature has adopted a program 
which represents a realistic and constructive approach to 
a solution of this vital public problem of the New Jersey 
commuter railroads, For the first time a program has been 
advanced which offers the prospect of assuring the con- 
tinuance of vital rail commuter services. 

As you all are aware the Palmer report contained cer- 
tain references and recommendations with respect to the 
Port Authority’s participation in the proposed program 
to assist the commuter railroads. Because of the obvious 
interest and need of the members of this Committee to be 
informed on the status of the Port Authority’s considera- 
tion in the program recommended by Commissioner 
Palmer, our Commissioners felt that we should give you a 
progress report on this subject. 

During the months that Commissioner Palmer and his 
staff were making their rail transit studies and working 
on a report, they called upon the Port Authority to furnish 
them with the data and material we had available. This 
data and material, all of which, of course, was made avail- 


able, is the product of some thirty years of Port Authority 
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studies in this field. In addition, we reviewed the Port 
Authority’s whole port program, its finances and its legal 
and financial structure as the only realistic basis upon 
which the Port Authority could participate in any phase 
of New Jersey’s or New York’s commuter rail program. 

Probably the most significant meeting occurred on 
February 15, 1960 when I met with Commissioner Palmer, 
at his request, to review the tentative findings, conclusions 
and recommendations which he expected to incorporate 
in the report which the Division of Railroad Transporta- 
tion would subsequently submit to Governor Meyner and 
the Legislature. Commissioner Palmer outlined the pro- 
posals for service contracts with the railroads, consolida- 
tion of certain rail operations and elimination of some rail 
services. We expressed to Commissioner Palmer our opin- 
ion that the program was a most realistic and constructive 
approach to a solution of many of the problems of the 
commuter railroads. 

At our February 15 meeting, Commissioner Palmer and 
I again discussed the extent to which the Port Authority 
could assist in achieving a solution of the interstate rail 
transit problem. He advised me then that he was com- 
pletely convinced, as he later expressed it in his April 1960 
report that: “The Port of New York Authority should not, 
in our opinion, be handed New Jersey’s rail transportation 
problem, nor should it become responsible for the New 
York subway system or for rail transportation for West- 
chester or Long Island.” 

At the same time Commissioner Palmer also urged that 
the Port Authority and the Division of Railroad Transpor- 
tation should be able to work out some plan through which 
the Authority would be able to participate in some aspect 
of the interstate commuter rail problem, such as the pur- 
chase and lease by the Port Authority of new Hudson & 
Manhattan commuter cars and the purchase and lease- 
back to the Jersey Central and Erie-Lackawanna Railroads 
of their existing interstate railroad ferry boats. He also 
expressed his complete understanding, which he repeated 
in his report, that such Port Authority participation must 
fully recognize “the importance of maintaining The Port 


of New York Authority's commitments and credit require- 
ments.” 
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We gave Commissioner Palmer assurances that the Port 
Authority would cooperate in every way possible to ac- 
complish the objectives set forth in his report, particularly 
in the light of the new situations which would be created 
by his general plans for maintaining commuter rail serv- 
ices, if the Legislature should enact them. 

On April 4, 1960, Commissioner Palmer submitted that 
report entitled, “New Jersey's Rail Transportation Prob- 
lem,” with the findings, conclusions and recommendations 
of the Division of Railroad Transportation. As you know, 
the legislation incorporating authority to negotiate serv- 
ice contracts with the individual railroads was passed by 
the New Jersey State Legislature and signed by Governor 
Meyner on June 22, 1960. 

Since the submittal of Commissioner Palmer’s report, 
Port Authority representatives have continued to meet with 
him and to search for and explore realistic and financially 
practicable alternatives. Our discussions have covered a 
wide range of possibilities. 

We reviewed the bi-State legislation enacted in 1959 
under which the Port Authority, utilizing State funds or 
with a State guarantee of special Port Authority bonds 
issued for the purpose, can acquire passenger equipment 
for commuter railroads. Under this legislation, as you 
know, the Port Authority is acting as the agent for the 
State of New York in arranging the purchase of new cars 
for the New York commuter railroads. This program is 
being financed by a New York State advance of $20 million 
in combination with substantial private loans to the 
railroads. 

The Hudson & Manhattan Railroad does not qualify 
under this existing bi-State legislation as a New York com- 
muter railroad so as to permit the Port Authority to finance 
its car requirements with New York advances or a New 
York guarantee of special Port Authority bonds. New 
Jersey would be required in any similar program to make 
any such advances by itself and to provide any guarantee 
required for the bonds. This guarantee would require a 
State-wide referendum. In our discussions Commissioner 
Palmer felt that this additional burden on the State of 
New Jersey over and above the recommendations he made 


in his report was not feasible, at least within the purview 
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of the State’s present financial perspective. 

Similar difficulties would be encountered under other 
possible techniques, such as direct State appropriations 
for the acquisition of Hudson & Manhattan equipment, 
particularly in the light of the Legislature’s use of State 
appropriations for service contracts with the commuter 
railroads. We also agreed that the possibility of immedi- 
ate financial assistance from the Federal Government was 
unlikely and would certainly be highly questionable for 
utilization by a private company in bankruptcy. 

Commissioner Palmer and I met with the presidents of 
the Jersey Central and Lackawanna Railroads to discuss 
the possibility of Port Authority acquisition and lease back 
to the railroads of the existing interstate ferries. 

We also met with the Trustee and other representatives 
of the Hudson & Manhattan to explore the possibility of 
Port Authority participation in a .ludson & Manhattan 
car acquisition program as proposed by Commissioner 
Palmer in his report. We discussed at length with the 
Trustee the available techniques for car financing, includ- 
ing the possibility of State appropriations; State guarantee 
of Port Authority bonds; federal help, either under the 
guaranty provisions of the 1958 Transportation Act or 
under other legislation pending in Congress; the provi- 
sion of equity by the Hudson & Manhattan or the pledge 
of Hudson & Manhattan assets, including the Hudson Ter- 
minal buildings, to provide the necessary guarantee for 
repayment of funds borrowed by the Port Authority for 
acquisition of Hudson & Manhattan equipment. 

Throughout this meeting, however, the Trustee was 
adamant that the Hudson & Manhattan would give no assur- 
ance whatsoever that it would ever be able to make rental 
payments to the Port Authority on such equipment, and 
that it was unwilling to supply any equity or security to 
support Port Authority financing. 

Fundamental to all of our discussions and my own re- 
view of the problem with the Commissioners of the Port 
Authority, were the legal and financial commitments of the 
Authority and the maintenance of the sound credit of your 
bi-state agency. 


In order for you to appreciate fully the problem with 


which Commissioner Palmer and the Port Authority have 
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been wrestling, | must outline here, as briefly as I can, our 
legal and financial obligations both to the holders of our 
outstanding bonds, and to those investors who must have 
confidence in our continuing ability to pay our debts, if 
they are to continue to supply funds for capital improve- 
ments for any port development program, including the 
Hudson & Manhattan. 

May I emphasize that no plan or project is legally, finan- 
cially or, if you will, constitutionally possible unless it con- 
forms to the letter of our contracts on the basis of which 
institutions and individuals have loaned more than a bil- 
lion dollars over the past 35 years for New Jersey’s and 
New York’s port development needs. 

Thus, such Port Authority bonds are secured by (1) an 
irrevocable commitment and pledge of the net revenues 
of the existing port facilities; and (2) an irrevocable com- 
mitment and pledge of its reserve funds. 

All Port Authority revenues are subject to rigid statutory 
and contractual controls which we are powerless to im- 
pair. These revenues must be applied first to meet the 
operating and maintenance cost of the facilities; then to 
the principal and interest payments on the bonds. The en- 
tire remaining balance of revenues must then be paid into 
specified reserve funds. First, payments must be made into 
the General Reserve Fund to maintain it in an amount 
equal to 10% of the principal amount of outstanding Port 
\utharity bonds. Then, all revenues which are not so re- 
quired for the General Reserve Fund must be paid into 
special reserve funds which are also pledged in support of 
the outstanding bonds. 

lo repeat, all Port Authority revenues not applied to 
operation and maintenance and debt service must be paid 
into one or another of these reserve funds. There are no 
excess revenues which are free from these statutory and 
contractual commitments. Furthermore, the General Re- 
serve Fund may not be pledged in support of bonds to 
finance any new facility where, because of foreseeable in- 
sufficient revenue or large permanent deficits, such a pledge 
would materially impair the Authority’s sound credit 
standing. 

What is more, if the Port Authority had an unrestricted 


right to issue unlimited amounts of additional bonds it is 
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obvious that the existing security could be diluted to the 
extent that revenues and reserves might not be sufficient to 
repay principal and interest on prior bonds. It was to 
guarantee against just such a danger that investors re- 
quired the Authority to limit the amount of additional 
bonds that it might issue secured by a pledge of existing 
revenues and reserves. 

In its simplest terms, this restriction, which we call the 
“*1.3 Covenant,” means that the Authority cannot issue such 
additional bonds unless it can demonstrate that the appli- 
cable net revenue will be sufficient to cover by at least 1.3 
times the maximum future annual debt service—i.e., the 
principal and interest coming due in that future year hav- 
ing the greatest scheduled debt service. Furthermore, the 
Port Authority cannot issue such additional bonds for a 
new facility unless the Board first certifies its conclusion 
that such issuance will not materially impair its ability 
to fulfill all of its commitments and undertakings to the 
holders of its bonds. 

Faced with these legal and contractual commitments, 
which are the whole basis of the Port Authority’s credit, 
Commissioner Palmer and the Port Authority have been 
examining, beginning with our initial exploration of the 
possibility on last February 15, whether bi-state legisla- 
tion could be fashioned under which the Port Authority 
might even acquire and finance the bankrupt and deficit- 
ridden Hudson & Manhattan properties and finance its 
modernization by the Port Authority as a new Port Au- 
thority facility. 

In other words, could any legal and financial plan be 
worked out that would meet the foregoing contracts with 
investors and, from the standpoint of maintaining the Port 
Authority’s credit, guarantee that the Authority would not 
thereupon become generally or further involved in the 
deficits of the commuter railroads? Obviously, unless 
such a covenant could be established, no Port Authority 
bonds could be sold either for the acquisition of the Hud- 


son & Manhattan properties or for any other Port Authority 


purpose. 

Thus, the core of the problem is whether or not the two 
States could “build a statutory fence around” the Hudson 
& Manhattan by guaranteeing to investors that the Au- 
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thority would not and could not become involved in the 
large and increasing deficits of the New York and New 
Jersey commuter railroads. 

Without the benefit of the necessary discussions with 
the Governors, the leaders of the two Legislatures, city 
officials in both States and the many other persons and 
organizations that would be involved in any such proposal, 
it has not been possible to complete the type of thorough 
analysis which would be essential before the Port Au- 
thority, the New Jersey Division of Railroad Transporta- 
tion and the New York State Office of Transportation could 
submit any firm conclusions and recommendations to the 
Governors and Legislatures of the two States. 

However, certain essential requirements have emerged 
in our considerations of the problem. These may be sum- 
marized as follows: 

The Port Authority might be able to sell bonds for the 
acquisition and modernization of the Hudson & Manhat- 
tan Railroad and continue the financing of the States’ vital 
port development program, 

(a) if investors could be given contractual assur- 
ance, with statutory protection, that the Port 
Authority's responsibilities in the field of com- 
muter rail transit would be confined to the pres- 
ent and existing interstate Hudson & Manhattan 
Railroad system; 

(b) if all of the Hudson & Manhattan Railroad sys- 

' tem, including the Hudson Terminal properties, 
could be acquired on the basis of their present 
realistic market values; 

It might be noted that the Hudson & Manhattan 
securities based on their market value as of yester- 
day aggregate something less than $15 million. In 
valuing the assets of the corporation in the current 
bankruptcy proceeding the Court approved an S.E.C. 
finding that the price which might be realized upon 
a sale of all of the Hudson & Manhattan properties 
to a private corporation, including the Hudson Ter- 
minal Buildings, would not be more than $20.5 
million. 

(c) if the operating agreements between the Hudson 
& Manhattan and the Pennsylvania Railroad 
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could be transferred to the Port Authority on 
reasonable financial terms, permitting the con- 
tinued use by Hudson & Manhattan trains of 
the Pennsylvania Railroad’s tracks, stations and 
other facilities between Jersey City and Newark; 

(d) if Commissioner Palmer’s recommendation of 

linking the Jersey Central Railroad via the Le- 
high Valley tracks with the mainline of the 
Pennsylvania Railroad would be carried out, 
thus making it possible for Jersey Central com- 
muters to transfer at Newark, either to the Hud- 
son & Manhattan service to downtown Manhat- 
tan or the Pennsylvania’s uptown service to 
Penn Station in New York; Commissioner 
Palmer’s plan also envisages the eventual han- 
dling by the Hudson & Manhattan of all inter- 
state commuters from the Erie and Lackawanna 
Railroads now coming into the rail terminal at 
Hoboken, many of whom presently use the rail- 
road ferry to Manhattan. 

The entire plant of the Hudson & Manhattan has been 
allowed to deteriorate. It requires complete rehabilitation 
if it is to provide modern, convenient and reliable trans- 
Hudson rail transit service. Further, the operating capacity 
of the Hudson & Manhattan must be improved if it is to 
provide trans-Hudson rail service for 50,000 daily com- 
muters, the majority of whom also use the major commuter 
lines of Northern New Jersey—the Jersey Central, Pennsy]l- 
vania, Erie and Lackawanna Railroads—in their journey 
to work. 

All studies of the Hudson & Manhattan, and as substan- 
tiated by a recent report by the consulting engineer to the 
Hudson & Manhattan Trustee, recognize very heavy ex- 
penditures must be undertaken in the immediate future. 
Service on the Hudson & Manhattan in recent years, has 
been interrupted by numerous breakdowns caused by fail- 
ure of signalling. electrical distribution systems and other 
track installations as well as by obsolete rolling stock of the 
railroad. Under these present conditions, it is impossible to 
maintain adequate service standards, particularly during 


peak periods. The Hudson & Manhattan Trustee’s consult- 


ant estimates that modernization and complete rehabilita- 
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tion of the Hudson & Manhattan’s stations, tracks, electrical 
system and signalling would cost, at a minimum, about $10 
million. 

Most of the passenger equipment presently being used 
on the Hudson & Manhattan Railroad is from thirty to 
fifty years old. The Hudson & Manhattan Trustee’s con- 
sultant states that a total of 352 cars would be required 
to continue the present Hudson & Manhattan service and 
to carry the additional passengers who would utilize the 
Hudson & Manhattan under Commissioner Palmer’s pro- 
gram. During the past two years a total of 50 new cars 
were acquired jointly by the Pennsylvania Railroad and 
the Hudson & Manhattan at a cost of about $4.5 million. 
In its consideration of the feasibility of acquiring the 
Hudson & Manhattan the Port Authority would have to in- 
clude the need for purchasing about 300 new cars at an 
estimated cost of almost $30 million. 

Che capital cost of acquiring these new cars, the re- 
habilitation and modernization of the railroad and of 
terminals and buildings, might therefore be somewhere be- 
tween $40 million and $50 million. This estimate does 
not include the cost of the purchase of the Hudson & Man. 
hattan properties, 

The Commissioners have asked me to assure you, Mr. 
Chairman and the members of this Committee, that the 
Port Authority will continue to pursue this matter to the 
end that we may make a report and recommendations to 
the Governors and to the Legislatures of New Jersey and 
New York. It is our hope that this may be possible before 


the end of this vear. 
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This paper describes briefly the nature of growth of the New York 
Metropolitan Region, particularly the dispersing tendencies and the forces 
behind them, and traces the changing patterns of travel behavior to these 
forces. The paper emphasizes the need to study travel and traffic data in 
considerable detail in order to avoid being misled by aggregate statistics. 
The general conclusions are (1) Central Business District employment is rela- 
tively stable, while growth in employment is taking place in outlying areas, 
(2) population growth is taking place in outlying areas and at low land use 
density, (3) growth in journey-to-work travel is no longer focused on the 
Central Business District, but rather is characterized by inter-suburban travel, 
reverse commuting and the like, (4) changes in traffic behavior during recent 
years are primarily responses to Metropolitan growth patterns and are not to 
be construed as irrational or perverse behavior. Although the paper deals with 


j 


travel phenomena in the New York Metropolitan Area, the data presented are in 


terms of our detailed observations of trans-Hudson travel. 
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METROPOLITAN GROWTH AND METROPOLITAN TRAVEL PATTERNS 


The preliminary returns from the 1960 census of population have 
thrown the spotlight of national publicity on the drastic reshaping of the 
dmerican metropolis. One after another, the reports come in that the central 
city has lost population while the surrounding areas have grown at a striking 
rate. There are few exceptions among the older cities. 

Much the same phenomenon can be observed in the changing locational 
patterns of business and industry. Statistics on employment also show strong 
increases in newly developed areas and virtual stability or even declines in 
the older, traditional employment centers. 

The urban fabric is thinning out, all over the United States. Al- 
though the rate of increase of urban population has been striking, the rate 
of growth of urban area is greater still. 

Changes in travel behavior observed during the years since the end 
of the war reflect these changes perfectly. The purpose of this paper is to 
demonstrate their close relationship, at least for the metropolitan area of 
New York and Northern New Jersey. 

Marking the decade's changes on the basis of how many people live 
within a city's corporate limits can be somewhat misleading. Some central 
cities, like Boston and Newark, are tightly confined within relatively re- 
stricted boundaries that were set many decades ago and have been filled up 
for years. Others, like Los Angeles, have city limits set far out and include 


within them a larger amount of area as yet unsettled. 
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A closer examination of population changes within the New York 
metropolitan region reveals losses in the older and more closely settled 
portions, whether inside the central city or outside it. Thus Elizabeth, 
Perth Amboy, Passaic, and Montclair, as well as Manhattan, Brooklyn, Bronx, 
Newark and Jersey City have lost population. On the other hand, Queens 
County, within the New York City municipal jurisdiction has grown. The 
metropolitan growth pattern seems to be one of population attrition in the 
older, more closely settled areas and the extension of population into 
hitherto open areas not encumbered by old street patterns and obsolescent 
facilities, where there is plenty of room to spread out. 

Table I presents the population figures for the 22 counties com 
prising the metropolitan area as defined by the New York Regional Plan 
Association. It is to be noted that the counties of New York (Manhattan), 


Kings (Brooklyn), Bronx, Queens and Richmond are the five boroughs of 


New York City; that Hudson County, in New Jersey, contains the old cities of 
Jersey City, Bayonne, Hoboken, and Weehawken; and that Essex County, also in 


New Jersey, contains the city of Newark as well as a number of smaller subur- 


ban communities. 


A more detailed picture of where the population losses have occurred 


is presented in Figure 1. The limited data now available on areas smaller 
than municipalities support the view that it is the older areas that have 
lost population. 


Metropolitan employment has also been growing rapidly in the out- 


lying, newer areas. Unfortunately, statistics are not available to permit 
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TABLE I 


POPULATION OF NEW YORK METROPOLITAN REGION 
(In Thousands) 


Changes 
1950 1960 1950 to 1960 
tntire Region 13,951 16,114 + 2,163 
Central-Core Counties 
Kings (Brooklyn) 2,738 2,627 + 111 
New York (Manhattan) 1,960 1,698 - 262 
Queens 1,551 1,810 + 259 
Bronx 1,451 1,425 - 26 
Hudson 648 607 - 41 
Inner-Ring Counties 
Nassau 673 1,300 + 627 
Essex 906 920 + 14 
Westchester 626 809 + 183 
Bergen 539 779 + 240 
Union 398 503 + 105 
Passaic 337 404 + 67 
Richmond (Staten Island) 192 222 + 30 
Quter-Ring Counties 
Fairfield 504 649 + 145 
Suffolk 276 667 + 391 
Middlesex 265 432 + 167 
Monmo ut h 225 333 + 108 
Morris 165 260 + 95 
Orange 152 182 + 30 
Dutchess 137 175 + 38 
Somerset 99 143 + 44 
Rockland ; 89 137 + 48 
Putnam 20 32 + 12 
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an analysis of the trends of employment within each of the New York City 
boroughs, but estimates have been made for the city as a whole and they 
suggest approximate stability. Table II presents the Regional Plan Associ- 
ation's estimates made in 1956 of regional employment, county by county, 
for 1948 and 1955.4/ 

Decentralizing influences have been operative for a long while; 
they are firmly based on technological advance. Only recently have they 
come into full flower and brought to our attention problems we consider new. 

When the energy of falling water was the principal source of in- 
dustrial power, mill sites were limited in number and while the transmission 
of power had to rely on steel shafting, there was little choice as to where 
the machinery was to be erected. This restraint on the choice of location 
was characteristic of all industrial activity about a century ago. Steam 
power lifted these severe restrictions. Power could be generated at any 
location, subject only to the economic limitations of fuel transport and to 
the adequacy of condensing water. Cities could expand in industrial activity 
and in geographic extent When electric power came along, together with central- 
station generation, the transformer and high-voltage transmission, most of the 
remaining limitations on industry's locational choices were removed. Power- 
using activities could be sited almost anywhere, at least as far as power 
considerations were concerned 

When face-to-face contact, or the written document carried by pri- 


vate or public messenger, were the only means of intercommunication, city 





1/ Regional Plan Association, "People, Jobs and Land, 1955-1975," Bulletin 87, 
June 1957. 
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EMPLOYMENT IN THE NEW YORK METROPOLITAN REGION 
(In Thousands) 


Entire Region 


New York City 


Hudson 
Nassau 
Essex 
We.tchester 
Be. zen 
Union 
Passaic 
Fairfield 
Suffolk 
Middlesex 
Monmouth 
Morris 


Orange 
Dutchess-Putnam 
Somerset 
Rockland 
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pen could not safely afford to be far apart. Urban activity had to take 
place within 4 restricted area, and the amount of activity that a single 
community could carry on had severe limitations. Spatial extent and city 
form were limited by what communication could accomplish. The telephone, 
teletypewriter, radio and television have changed chat Locational choices 
for business and industry again have been greatly extended. 

The same story can be told of the influence of advancing transport 
technology. Each step along the way of providing more mobility to the indi- 
vidual has widened the choice of location, of residence, of work place, of 
leisure-time activity. The steam railroad, the electric streetcar, the motor 
vehicle, the airplane and the helicopter have extended the range within which 
cooperative activity can take place Not only has the feasible journey-to- 
work radius been greatly extended, but intercommunity relationships have been 
strengthened, and cooperative activity now can encompass a great region con- 
taining many individual urban communities The railroads freed industry from 
its need to locate at tidewater or on a navigable river or canal, and permitted 
inland sites to be used productively The motor truck has opened up additional 
areas and industry can now utilize sites not formerly accessible for the 
movement of goods. 

As advances in the technology of power, communication and trans- 
portation have permitted dispersal of industrial establishments, technical 
advances in production methods have caused manufacturing to seek new sites. 
More extensive mechanization, heavier machinery, and horizontal assembly 
methods have called for one-story, ground-level industrial architecture, 


with its great appetite for acreage. Suitable sites at tolerable costs can 
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be found in the urban outskirts but not so easily in the older, closely 
developed areas. Indeed, in some instances the horizontal dimensions alone 
preclude accommodation within the traditional city street pattern. In 
others, the time and expense involved in assembling the land required from 
a@ great number of owners of small parcels has swung the balance of choice 
toward locations in areas not so encumbered. 

Also, the desire of the growing family for living accommodations 
with plenty of elbow room, encouraged by national housing policy conducive 
to home ownership, has led to a booming period of single-family, suburban 
housing development, occupying land extensively rather than intensively, 

Retailing also has shown a tendency to follow the new metropolitan 
population to the suburbs. With department stores, specialty shops and pro- 
fessional offices, suburban shopping centers have become much more than 
neighborhood facilities for convenience shopping; they are evolving into sub- 
regional commercial areas. The goods-handling aspects of wholesaling have 
also sought outlying locations, following the big industrial customers, and 
splitting off from the transaction aspects in the process. 

In brief, there has been a hundred-year history of expansion out- 
ward, of growth in urban area outpacing growth in urban population, moderately 
at first but with a rapidly widening lead during recent years. And there is 
virtually no evidence of any reversal of the trend toward rapid territorial 
expansion of the metropolitan mass. 

Profound changes have also taken place in the pattern of metropolitan 
travel, reflecting the changes in urban form and structure 


Although the daily tidal flow of workers from peripheral home to 


central work place in the morning and back in the evening is still of 
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commanding magnitude, it is not growing in proportion to metropolitan popu: 
lation, or employment, or economic activity. Indeed, in many places it is 

not growing at all. There is evidence in the New York area that travel into 
the Central Business District - Manhattan south of Central Park - is declining 
slightly. 

Every eight years since 1932 the Regional Plan Association, with 
the cooperation of state, municipal and other private agencies has made 
surveys of the amount of travel into that area, from all points of the 
compass, by all modes of transportation. The Association's report on the 
1956 survey_/ shows that the total number of travelers into the Central 
Business District between the hours of 7 and 10 a.m. had declined by nearly 
9 per cent since 1948. Of course, the number traveling during those hours 
cannot be equated completely with the number of Central Business District 
workers and there are undoubtedly other factors of change to be explored, 
but the magnitude of the change, 146,000 seems large enough to warrant the 
inference that there has been some decline in the number employed in the 
District. Moreover, the 24-hour total of hub-bound travelers declined some- 
what more strongly, by 375,000 in the eight-year interval, or some 10.2 per 
cent of the 1948 level. 

It is to be observed at this point that it was largely to serve the 
hub-bound travel that the common-carrier transportation lines were established. 
They still command the dominant position in accommodating this component of 
the New York metropolitan region's daily travel, accounting for 87.7 per cent 


of the rush-hour traffic into the Central Business District. 





1/ Regional Plan Association, New York, "Hub-Bound Travel," Bulletin 91. 
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But while the *ravel generated by the metropolitan center shows 
these signs of weakness, other components of urban travel are mounting 
steadily. "Reverse" commuting and travel between outlying points on week- 
days and Saturday, Sunday and holiday travel all show significant growth 
trends. Together, they more than compensate for the weakness of central 
core generation. 

These growing components of metropolitan travel are not well 
served by common carrier transportation. The automobile has clearly cap- 
tured the leisure-time travel, because of its convenience, its economy for 
family travel and the wide scatter of leisure-time destinations. Weekday 
travel between outlying points follow a great multitude of paths, rather 
than channeling into a few, and route densities are seldom great enough to 
warrant public transportation. Reverse commuting, from central home to 
outlying work place, presents scheduling difficulties greater than those 
involved in serving travelers who want to arrive at a common destination 
at the conventional work-starting time. Moreover, many of the new suburban 
employment centers are not on the common-carrier routes. 

In consequence of these divergent trends, the relative usage of 
common carrier transportation has declined and that of the automobile has 
increased. The shift is a direct result of the change in metropolitan form. 

The travel that takes place across the Hudson River is an important 
sample of the Region's total travel, and there is a rich body of data describ- 


ing it in detail for some thirty-five years The changes that have taken 


place in travel behavior during a recent ten-year period illustrate the 
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effects of the changes that have already occurred in the Region's economic 


geography. 
In the ten-year period, 1948 to 1958, the total number of person- 


trips across the Hudson River, by all modes of transportation, including 
long-haul travel, changed very little, from 266.6 million to 276.8 million, 
an increase of but 10.2 million, or 3.8 per cent, while Regional population 
was increasing at the far faster rate of 14 per cent and employment at 9 per 
cent. The number of trans-Hudson trips made by automobile increased greatly 
while the number made by common carrier - by railroad, ferry and bus - 
declined correspondingly. The magnitudes of the changes are presented in 
Figure 2. 

These general facts are widely known and have tempted some to the 
conclusion that the common carrier loss has been caused by a massive diver- 
sion of New Jersey commuters from the railroads to automobiles, a diversion 
which has been brought about by the encouragement given to automobile travel 
by the improvements in vehicular facilities for crossing the Hudson River. 
Although this is a plausible inference from data as gross as those presented 
in Figure 2, it fails as a satisfactory explanation when the data are analyzed 
in detail. 

Gross statistics can conceal more than they reveal. 

The total trans-Hudson travel behavior is a complex mixture of 
trips having different purposes, different destinations, and different origins, 
trips made on different days of the week and at different times of the day, 


and trips made by residents of different parts of the Region. It cannot be 
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TOTAL ANNUAL TRANS-HUDSON TRIPS 


MILLIONS 
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1948 1958 


Fig. 2. Although the total number of trans-Hudson trips increased only 
moderately, 10.2 million between 1948 and 1958, the proportions 
by automobile and by bus increased greatly and the proportions by 
railroad and ferry declined correspondingly. 
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assumed that the only thing that has changed in recent years is the mode 

of New Jersey commuter travel. If we are to understand what has occurred, 
ye must explore the changes that have taken place in other trip character- 
istics also. When trans-Hudson travel volumes are broken down into 
appropriate components and each component is studied separately, we find 

that there have been over-all increases in those categories of travel which 
the automobile has dominated for a long time, and which are not and probably 
cannot be adequately served by common carrier. Conversely, there have been 
over-all declines in those categories which have been and still are the 
minstays of the public transportation systems. 

Moreover, the railroad passenger traffic volumes shown in Figure 2 
are inclusive of long-haul passengers and an unknown, but probably substantial, 
part of the railroad loss reflects diversions of inter-regional traffic to air 
travel and long-haul buses. 

In the first place, the over-all figures conceal the highly signifi- 
cant differences between what happened to workday travel and what happened to 
leisure-time travel. Although the total annual trans-Hudson travel volume 
increased by 10.2 million trips between 1948 and 1958, the number of trips 
which took place on weekdays rose by only 1.1 million. Trips on Saturdays, 
Sundays and holidays, on the other hand, rose by 9.1 million, about 90 per 
cent of the total rise. The gains and losses of the different modes of trans- 
portation within the leisure-time travel category are shown in Figure 3. 

The rise in automobile travel is striking but not surprising, for 
private transportation has clearly captured the lead position in intra- 


regional leisure-time travel. There are many reasons for this, some of which 
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TRIPS ON SATURDAYS, SUNDAYS AND HOLIDAYs | 
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Fig. 3. The increase in trans-Hudson trips occurring on Saturdays, Sun- 
days and holidays, 9.1 million, accounted for the largest portion 
of the total annual increase. The increase in automobile trips and 
the decline in railroad trips was much more pronounced than that 
indicated by the annual totals. 





PORT OF NEW YORK AUTHORITY 1619 


nave already been mentioned. Much of the week-end and holiday travel is 
family travel, for which tle automobile offers superior convenience and 
greater economy than do the common carriers. The automobile permits the 
traveler to be in command of the times of departure and return, the inclu- 
sion of the children and even of their pets adds nothing to the transpor- 
tation cost, and baggage and miscellaneous paraphernalia create no serious 
problems. Destinations are widely scattered and there is a correspondingly 
wide dispersal of travel paths, a situation not well suited to common-carrier 
service. Indeed, a large proportion of this component of regional travel 
cannot be served satisfactorily at all by public transportation. 

It must be recognized that much of the 1958 automobile travel in 
the week-end and holiday category was travel that would not have been under- 
taken at all if the automobile had not been available, and in that sense was 
not a diversion from any other form of travel. No doubt some of the 1948 
common carrier travel had been diverted to the automobile by 1958, but the 
automobile gain is far greater than the common carrier loss. In any event, 
we are not dealing here with commuter traffic at all 

Examination of the make-up of weekday trans-Hudson travel reveals 
that the increase of 1.1 million between 1948 and 1958 was the result of two 
divergent trends. There was an increase of 10.1 million in the number of New 
York residents crossing the River on weekdays and a decrease of 9.0 million 


New Jersey residents i/ 





l/ In the discussion that follows, in the interest of simplicity of phrasing, 
the term "New Jersey residents" will be used even though in strict accuracy 
the term should be "residents of areas west of the Hudson River." We do 


not know where the trans-Hudson travelers really live, but infer that they 
live west of the Hudson if they travel eastbound during the morning rush 
hours or if they travel in automobiles bearing license plates of New Jersey 
or states to the west of the Hudson "New Jersey residents," therefore 
include all long-haul rail and bus travelers residing west of the Hudson. 
Rockland County residents traveling by railroad or bus are counted as "New 
Jersey residents." 
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TRIPS ON WEEKDAYS, BY NEW YORK RESIDENT; 
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Fig. 4. Trans-Hudson trips on weekdays made by New York residents 
increased strikingly between 1948 and 1958, and the automobile 
and bus have assumed the dominant role in this travel component. 
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We have here a clear reflection of an increase in reverse commuting, 
yew Yorkers working in New Jersey establishments. As will be shown later, it 
also reflects a decline in the number of New Jersey residents working in New 
york's Central Business District 

Despite the rise of 10.1 million, the railroads and ferries lost 
out in the business of carrying New York residents across the River on week- 
days, and the usage of automobiles and buses increased. Again, however, the 
automobile gain was far greater than the common carrier loss. Much of the 
rise in automobile usage must be attributed to travel that did not take place 
at all in 1948. 

Automobile strength in this travel component is related to the dis- 
persal of New Jersey job sites and of New York worker residences. New Jersey 
destinations span 180 degrees of the compass and, except for the Bayonne 
peninsula, travel to them from New York is not inexorably channelized into 
narrow sectors analogous to Long Island or the Bronx-Westchester peninsula. 
The weakening of rail travel between 1948 and 1958 may be in response to 
shifts in the foci of employment from the Jersey City, Hoboken and Newark 
core areas to more scattered points in outlying New Jersey counties, or to 
changes in New York residence patterns of New Jersey workers, or to the rela- 
tive costs of rail travel and car-pool travel, or to # combination of these 
factors. 

The fact remains that this is a regional travel component on which 
highway travel, primarily automobile travel, has a strong hold, and it is a 


growing rather than a declining element. 
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A few moments ago it was noted that the number of New Jersey 
residents crossing the Hudson River on weekdays had declined by 9.0 million 


between 1948 and 1958. Even this figure conceals the fact that those deg- 


tined for Manhattan's Central Business District declined far more drastically, 


by 17.8 million. The number going to points outside the CBD, to upper Man- 
hattan and beyond to the north, or to Brooklyn and Queens and beyond to the 
east, actually rose by 8.8 million. 

This non-CBD-oriented travel is another component of the total 
regional travel which relied heavily on the automobile even in 1948 as igs 
shown by Figure 5. Again, the increase in automobile usage in the period 
under scrutiny far outran the drop in common carrier travel, and most of 
the automobile increase must be attributed to new travel rather than to 
diversion. 

The travel in this component is in many respects the converse of 


the travel of New Yorkers to New Jersey destinations. It includes the 


journey-to-work travel of many New Jersey residents employed in establishments 


located outside Manhattan's Central Business District. Its increase is 
another consequence of the decentralization of commerce and industry that 
has been taking place. 

As was stated a bit ago, 17.8 million fewer New Jersey residents 
traveled on weekdays to Manhattan's CBD in 1958 than in 1948. This is the 
travel component that the New Jersey commuter railroads were laid out to 


serve. The drop during the non-rush hours!/ was 3.6 million, a significant, 





1/ 10 a.m. to 4 p.m. and 7 p.m. to 10 a.m. 
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TRIPS ON WEEKDAYS, NEW JERSEY RESIDENTS, 
TO AND FROM NON-CBD POINTS 
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Fig. 5. There was also a sharp rise in the number of trans-Hudson week- 


day trips made by residents of New Jersey going to and returning 
from points other than Manhattan's Centra! Business District. In 
this component. highway travel has strengthened the commanding 


position it already had in 1948. 
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almost 8 per cent, decline from the 1948 level, but was far less drastic tha 


the 14.2 million, about 20 per cent, drop during the rush hours ../ 





The New Jersey railroads . i the Hudson River ferries took the bry, | 


of the losses in both rush-hour and off-hour travel. Automobile travel ang 

bus travel rose. The gain in automobile usage, however, and even the gain jy 
automobile and bus travel together, was far less than the railroad and ferry 
losses. At least 24.7 million of the railroads’ loss of 33.2 million pasgsep. 
gers in this category was independent of automobile gains and at least 14,3 

million was independent of the aggregate rise of both automobiles and buses. 
After all, there was simply a large decline in the number of daily travelers 


to Manhattan's Central Business District. Also, in all probability, the raj) 


roads' losses of long-haul travel are heavily concentrated in this weekday, 
CBD-generated travel component. 

When references are made to "diversion" of travel from one form 
of transportation to another over a period of ten years, it is important 
to bear in mind the fact that some of the 1948 travelers were no longer 
traveling at all ten years later, and some of those traveling in 1958 had 
been too young to be traveling across the Hudson in 1948. Also, of those 
who traveled in both years, many had changed residence location, or job 
location, or both. The rise in bus usage, for example, may be related to 


a northeasterly shift of Manhattan's employment foci that has taken place 


since the war. Other data*’ show that the majority of the passengers arriv- 


ing at the Port Authority's bus terminal, in the midtown area, during the 


morning are destined for midtown points, a large share of them east of Fifth 


Avenue. The Bus Terminal is a more convenient Manhattan arrival point for 





1/ 7 a.m. to 10 a.m. and 4 p.m. to 7 p.m. 
2/ Metropolitan Rapid Transit Survey DeLeww report. 
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TRIPS ON WEEKDAYS, NEW JERSEY RESIDENTS, 
TO AND FROM CBD, DURING OFF HOURS 
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Fig 6 The number of trans-Hudson trips made by residents of New Jersey on weekdays going to and 
returning from Manhottan's Central Business District during non-rush hours declined by 3.6 mil- 
lion between 1948 and 1958. Common corrier travel still dominates this travel component but the 
usage of the automobile has increased 
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TRIPS ON WEEKDAYS, NEW JERSEY RESIDENTS, } ch 
TO AND FROM CBD, DURING RUSH HOURS 
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Fig. 7. What is usually construed as commuter travel, weekday trons-Hudson trips by | 
Jersey going to and returning from Manhattan's Central Business District during the rush hon 
declined markedly between 1948 and 1958, by about 20 per cent. Although the usage of the ov 
mobile increased somewhat, its increase was for less thon the railroad decline. Common cart 


travel still accounts for 85 per cent of the total } 
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these commuters than are the more southerly Manhattan \:rminals of most of 
the commuting railroads. 

After all the shifts and losses had taken place, the common carriers 
still occupied a strongly dominant position in serving the New Jersey traveler 
to Manhattan's Central Business District on weekdays. This is made plain in 
figure 8. 

Although the term "commuter" is infrequently defined it usually 
connotes the morning rush-hour traveler to the Central Business District. If 
ve accept that as its meaning for the purposes of this discussion it is plain 
that a great preponderance of New Jersey commuters, 85 per cent of them, rely 
won mass transportation. But Manhattan's Central Business District is ex- 
tensive and its various sub-areas show different degrees of reliance upon the 
different forms of mass transportation In southernmost Manhattan, which the 
New Jersey commuting railroads were originally designed to serve, and which 
they still serve with great convenience, the dominant position of the commuting 
railroads is undisputed. For the northernmost portion of the Central Business 
District, from 34th Street to 59th Street, the bus, because of midtown ter- 
ainal location, has more than half of the commuter business. In the area 
between, where only the Pennsylvania Railroad has an advantage, and that only 
for West-Side destinations, the two forms of mass transportation are in com- 
petition. 

Changes in the utilization of trans-Hudson transportation facilities, 


we see, have been a consequence of changes in the locations of population and 
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1958 TRANS-HUDSON TRAVELERS 
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Fig. 8 Trans-Hudson travel in 1958 was shored by the various modes of transportation in 
proportions which varied with the time of travel, residences of the trovelers and 
trip origins and destinations. Common corrier travel was strongly predominant for 


trips by New Jersey residents to and from Manhattan's Central Business District 
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of industry and commerce, both inside and outside the central core of the 
getropolis. New Jersey job opportunities have been increasing faster than 
yew Jersey population, employment in all the non-core areas has been in- 
creasing faster than population. Manhattan's Central Business District 
employment has remained relatively stationary as to total magnitude but 

there has been a northeasterly shift in its geographic distribution. Popula- 
tion increase has been largely confined to the outskirts, and it has occupied 
new residential areas developed at relatively low density. Many suburban 
residents have found suburban jobs. Mass transportation is performing much 
the same task it has always performed, carrying workers to and from the 
metropolitan area's central core, but that task has become a proportionately 
smaller share of the Region's total transportation task. The other travel 
components, widely dispersed over both space and time, are less well served 
by mass transportation, and as they are of growing magnitudes, individual 
transportation is becoming of growing importance. 

Unfortunately, a detailed analysis of this sort cannot be made of 
the travel across the East River, or across 59th Street, the eastern and 
northern limits of the Central Business District. The detailed, necessary 
data do not exist. Travel across both boundaries is dominated by the City 
subways and bus lines and the New York City Transit Authority has no occasion 
for making routine counts of their passengers en route. There are data on 
railroad passengers into Grand Central Station from the north, and into Penn- 
sylvania Station from the east, and vehicular flow data are available for the 
toll bridges and tunnels, but the free bridges and Manhattan's north-south 


avenues are blind spots. 


68911 O 61— pt. 2 31 
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Trans-Hudson travel has some distinctive features of its own, which 
makes it not wholly like the travel across the East River or across the Harle, | 
River or across the Bronx-Westchester or the Queens-Nassau borders. All gec. 
tions of the Region are not growing as exact duplicates of each other, and the | 
changes in Manhattan's Central Business District have different impacts on the 
linkages with different parts of the Region. Nevertheless, the main features 
of trans-Hudson travel changes are consistent with the findings of the Regions) 
Plan Association's study of the changes that took place between 1948 and 1956 
in travel into Manhattan's Central Business District, the study referred to 
earlier. There was a drop in the number of persons entering the Central Busine, } 
District on a weekday from all sectors, except from the northeast. The fall-of 
in the numbers coming from the north, across 60th Street, and from the east, \ 
across the East River, was somewhat greater proportionately than the drop in 
the number crossing the Hudson. All forms of mass transportation suffered 
losses. Automobile travel gained. Even after their losses, however, the 
public transportation systems in 1956 still accounted for 87.7 per cent of 
those entering the Central Business District during the rush hours. 

Important conclusions can be drawn from detailed analysis of recent 
changes in travel behavior. | 

First, the decline in usage of mass transportation facilities and 
the rise in the use of the automobile are parallel phenomena rather than cause 
and effect. Mass transportation patronage has not declined because automobile | 
usage has increased. The decline of one and the increase of the other result 
from a common cause, the changes in form and structure of the metropolis. 


These changes, in turn, are linked to advancing technology of power, produc- 


tion, communication and transportation. 
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Second, common carrier transportation and private transportation 
are not properly to be considered as simple alternatives. Each has its 
appropriate role to play in serving the travel requirements of the metropolis. 
for travel volumes that are concentrated, in both space and time, like rush- 
hour travel to the Central Business District, public transportation serves 
best and has a natural dominance. For travel that is dispersed, either over 
a multitude of paths or over many hours of the day, private transportation 
ig the principal mode. For most trips in this category the traveler has no 
other practicable choice, 

Just as the travel trends of the recent past have been the conse- 
quences of the evolving metropolitan configuration, the transportation tasks 
of the future will be determined by the evolving form and structure of the 
Region. If public policy is to intervene it must find appropriate ways to 
influence the metropolitan growth pattern. 

Decentralization does not need to become sheer scatter. If the 
future suburban landscape is to be peppered with homes and factories and 
warehouses and stores without any strong spatial organization, with no con- 
centrations of work places or residences, we can expect that there will be 
continuing decline in the use of mass transportation, for there will be no 
strong generating points of either origin or destination, and travel routes 
will be so thin that individual transportation will be the only kind prac- 
ticable. If new work sites should be clustered, however, there would be the 
possibility that at least a few routes would build up enough traffic density, 
from residence area to employment area, to warrant the establishment of bus 


service. Employment clusters may have to be large enough to account for 
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5,000 to 10,000 workers, which means industrial concentration instead of 
scattered factories, to make bus transportation practicable for the journey 
to work. If residential areas are also more distinct, if they form clear 
clusters of homes, and if each cluster accommodates a large enough population 
in an area that is not too extensive, the opportunities for mass travel 

will be further increased. 

Perhaps such an ordering of the manner in which the newly urbanized 
land is to be used can be brought about by the utilization of the tools now 
available to the planners Perhaps new tools for land-use control will have 
to be devised. Perhaps new authority will have to be granted to planning 
bodies to permit them to be effective in such a task. The fact is that there 
is precious little experience today, and not even much theoretical doctrine, 
to guide planning bodies in their endeavors. 


The transportation facilities we shall be building during the coming 


decade, particularly the interstate expressways, will themselves exert a power- 


ful influence on metropolitan growth patterns. Interchange locations will 


tend to identify the areas in which new development can be expected. Exprese- 


| 


way design to facilitate the operation of buses can encourage mass transportation. | 


Although our understanding of the precise effects of new highways on land 

development is less than we should like, there is no doubt that highway plan- 
ning can be used as a tool in guiding metropolitan growth. It is imperative 
that the highway planners and the land-use planners learn more about how the 


tool can be used, and that they collaborate in using it to the maximum of its 


potentialities. 
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(The document referred to at p. 1541 follows :) 


CHAP. 1130.—An Act To regulate the construction of bridges over 
navigable waters. 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That when, 
hereafter, authority is granted by Congress to any persons to con- 
struct and maintain a bridge across or over any of the navigable 
waters of the United States, such bridge shall not be built or 
commenced until the plans and specifications for its construction, 
together with such drawings of the proposed construction and 
such map of the proposed location as may be required for a full 
understanding of the subject, have been submitted to the Secre- 
tary of War and Chief of Engineers for their approval, nor until 
they shall have approved such plans and specifications and the 
jocation of such bridge and accessory works; and when the plans 
for any bridge to be constructed under the provisions of this Act 
have been approved by the Chief of Engineers and by the Secre- 
tary of War it shall not be lawful to deviate from such plans, 
either before or after completion of the structure, unless the 
modification of such plans has previously been submitted to and 
received the approval of the Chief of Engineers and of the Secre- 
tary of War. 

Sec. 2. That any bridge built in accordance with the provisions 
of this Act shall be a lawful structure and shall be recognized 
and known as a post route, upon which no higher charge shall be 
made for the transmission over the same of the mails, the troops, 
and the munitions of war of the United States than the rate per 
mile paid for the transportation over any railroad, street rail- 
way, or public highway leading to said bridge; and the United 
States shall have the right to construct, maintain, and repair, 
without any charge therefor, telegraph and telephone lines across 
and upon said bridge and its approaches; and equal privileges in 
the use of said bridge and its approaches shall be granted to all 
telegraph and telephone companies. 

Sec. 3. That all railroad companies desiring the use of any rail- 
road bridge built in accordance with the provisions of this Act 
shall be entitled to equal rights and privileges relative to the 
passage of railway trains or cars over the same and over the 
approaches thereto upon payment of a reasonable compensation 
for such use; and in case of any disagreement between the par- 
ties in regard to the terms of such use or the sums to be paid all 
matters at issue shall be determined by the Secretary of War 
upon hearing the allegations and proofs submitted to him. 

Sec. 4. That no bridge erected or maintained under the provi- 
sions of this Act shall at any time unreasonably obstruct the free 
navigation of the waters over which it is constructed, and if any 
bridge erected in accordance with the provisions of this Act shall, 
in the opinion of the Secretary of War, at any time unreasonably 
obstruct such navigation, either on account of insufficient height, 
width of span, or otherwise, or if there be difficulty in passing 
the draw opening or the drawspan of such bridge by rafts, steam- 
boats, or other water craft, it shall be the duty of the Secretary 
of War, after giving the parties interested reasonable opportunity 
to be heard, to notify the persons owning or controlling such 
bridge to so alter the same as to render navigation through or 
under it reasonably free, easy, and unobstructed, stating in such 
notice the changes required to be made, and prescribing in each 
case a reasonable time in which to make such changes, and if at 
the end of the time so specified the changes so required have not 
been made, the persons owning or controlling such bridge shall 
be deemed guiity of a violation of this Act; and all such altera- 
tions shall be made and all such obstructions shall be removed at 
the expense of the persons owning or operating said bridge. The 
persons owning or operating any such bridge shall maintain, at 
their own expense, such lights and other signals thereon as the 
Secretary of Commerce and Labor shall prescribe. If the bridge 
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shall be constructed with a draw, then the draw shall be ope: 
promptly by the persons owning or operating such bridge upon 
reasonable signal for the passage of boats and other water craft 
If tolls shall be charged for the transit over any bridge cop. 
structed under the provisions of this Act, of engines, cars, street 
cars, wagons, carriages, vehicles, animals, foot passengers, or 
other passengers, such tolls shall be reasonable and just, and the 
Secretary of War may, at any time, and from time to time, pre- 
scribe the reasonable rates of toll for such transit over syeh 
bridge, and the rates so prescribed shall be the legal rates ang 
shall be the rates demanded and received for such transit. 

Sec. 5. That any persons who shall fail or refuse to comply 
with the lawful order of the Secretary of War or the Chief of 
Engineers, made in accordance with the provisions of this Act. 
shall be deemed guilty of a violation of this Act, and any persons 
who shall be guilty of a violation of this Act shall be deemed 
guilty of a misdemeanor and on conviction thereof shall be pun- 
ished in any court of competent jurisdiction by a fine not ey. 
ceeding five thousand dollars, and every month such persons shall 
remain in default shall be deemed a new offense and subject such 
persons to additional penalties therefor; and in addition to the 
penalties above described the Secretary of War and the Chief of 
Engineers may, upon refusal of the persons owning or controlling 
any such bridge and accessory works to comply with any lawful 
order issued by the Secretary of War or Chief of Engineers in 
regard thereto, cause the removal of such bridge and accessory 
works at the expense of the persons owning or controlling such 
bridge, and suit for such expense may be brought in the name of 
the United States against such persons, and recovery had for 
such expense in any court of competent jurisdiction; and the re 
moval of any structures erected or maintained in violation of the 
provisions of this Act or the order or direction of the Secretary 
of War or Chief of Engineers made in pursuance thereof may be 
enforced by injunction, mandamus, or other summary process, 
upon application to the circuit court in the district in which such 
structure may, in whole or in part, exist, and proper proceedings 
to this end may be instituted under the direction of the Attorney- 
General of the United States at the request of the Secretary of 
War; and in case of any litigation arising from any obstruction 
or alleged obstruction to navigation created by the construction 
of any bridge under this Act, the cause or question arising may 
be tried before the circuit court of the United States in any dis 
trict which any portion of said obstruction or bridge touches. 

Sec. 6. That whenever Congress shall hereafter by law author- 
ize the construction of any bridge over or across any of the 
navigable waters of the United States, and no time for the com- 
mencement and completion of such bridge is named in said Act, 
the authority thereby granted shall cease and be null and void 
unless the actual construction of the bridge authorized in such 
Act be commenced within one year and completed within three 
years from the date of the passage of such Act. 

Sec. 7. That the word “persons” as used in this Act shall be 
construed to import both the singular and the plural, as the case 
demands, and shall include municipalities, quasi municipal cor- 
porations, corporations, companies, and associations, 

Sec. & That the right to alter, amend, or repeal this Act is 
hereby expressly reserved as to any and all bridges which may 
be built in accordance with the provisions of this Act, and the 
United States shall incur no liability for the alteration, amend- 
ment, or repeal thereof to the owner or owners or any other per- 
sons interested in any bridge which shall have been constructed 
in accordance with its provisions. 

Approved, March 23, 1906. 
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(The document referred to at p. 1541 follows :) 


TITLE V—GENERAL BRIDGE ACT 
1. Short title 
Ha oe. Consent of Congress. 
sec. 503. Tolls. 
sec, 504. Acquisition by public agencies. 
sec, 505. Statements of cost 
gee. 506. Sinking fund. 
sec. 507. Applicability of title. 
Sec, 508. International bridges 
Sec. 509, Eminent domain. 
Sec. 510. Penalties. 
Sec, 511. Rights reserved 


TITLE V—GENERAL BRIDGE ACT 


SHORT TITLE 


Sec. 501. This title may be cited as the “General Bridge Act 
of 1946". 


CONSENT OF CONGRESS 


Sec. 502. (a) The consent of Congress is hereby granted for 
the construction, maintenance, and operation of bridges and 
approaches thereto over the navigable waters of the United 
States, in accordance with the provisions of this title. 

(b) The location and plans for such bridges shall be approved 
by the Chief of Engineers and the Secretary of War before con- 
struction is commenced, and, in approving the location and plans 
of any bridge, they may impose any specific conditions relating to 
the maintenance and operation of the structure which they may 
deem necessary in the interest of public navigation, and the con- 
ditions so imposed shall have the force of law. 

(c) Notwithstanding the provisions of subsections (a) and 
(b), it shall be unlawful to construct or commence the construc- 
tion of any privately owned highway toll bridge until the location 
and plans thereof shall also have been submitted to and approved 
by the highway department or departments of the State or States 
in which the bridge and its approaches are situated; and where 
such bridge shall be between two or more States and the highway 
departments thereof shall be unable to agree upon the location 
and plans therefor, or if they, or either of them, shall fail or 
refuse to act upon the location and plans submitted, such location 
and plans then shall be submitted to the Public Roads Adminis- 
tration and, if approved by the Public Roads Administration, 
approval by the highway departments shall not be required. 


TOLLS 


Sec. 508. If tolls shall be charged for the transit over any inter- 
state bridge of engines, cars, street cars, wagons, carriages, vehi- 
cles, animals, foot passengers, or other passengers, such tolls 
shall be reasonable and just, and the Secretary of War may, at 
any time, and from time to time, prescribe the reasonable rates 
of toll for such transit over such bridge, and the rates so pre- 
scribed shall be the legal rates and shall be the rates demanded 
and received for such transit 


ACQUISITION BY PUBLIC AGENCIES 


Sec. 4. After the completion of any interstate toll bridge 
constructed by an individual, firm, or corporation, as determined 
by the Secretary of War, either of the States in which the bridge 
is located, or any public agency or political subdivision of either 
of such States, within or adjoining which any part of such bridge 
is located, or any two or more of them jointly, may at any time 
acquire and take over all right, title, and interest in such bridge 
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and its approaches, and any interest in real property for public 
purposes by condemnation or expropriation. If at any time after 
the expiration of five years after the completion of such bri 
the same is acquired by condemnation or expropriation, the 
amount of damages or compensation to be allowed shall not in- 
clude good will, going value, or prospective revenues or profits, 
but shall be limited to the sum of (1) the actual cost of construe. 
ing such bridge and its approaches, less a reasonable deductiog 
for actual depreciation in value; (2) the actual costs of acquiring 
such interests in real property; (3) actual financing and promo. 
tion costs, not to exceed 10 per centum of the sum of the cost of 
constructing the bridge and its approaches and acquiring such 
interests in real property; and (4) actual expenditures for neces. 
sary improvements. 


STATEMENTS OF COST 


Sec. 505. Within ninety days after the completion of a pri- 
vately owned interstate toll bridge, the owner shall file with the 
Secretary of War and with the highway departments of the 
States in which the bridge is located, a sworn itemized statement 
showing the actual original cost of constructing the bridge and 
its approaches, the actual cost of acquiring any interest in real 
property necessary therefor, and the actual financing and promo 
tion costs. The Secretary of War may, and upon request of a 
highway department shall, at any time within three years after 
the completion of such bridge, investigate such costs and deter. 
mine the accuracy and the reasonableness of the costs alleged in 
the statement of costs so filed, and shall make a finding of the 
actual and reasonable costs of constructing, financing, and pro 
moting such bridge. For the purpose of such investigation the 
said individual firm, or corporation, its successors and assigns, 
shall make available all of its records in connection with the 
construction, financing, and promotion thereof. The findings of 
the Secretary of War as to the reasonable costs of the construc. 
tion, financing, and promotion of the bridge shall be conclusive 
for the purposes mentioned in section 504 of this title subject 
only to review in a court of equity for fraud or gross mistake. 


SINKING FUND 


Sec. 506. If tolls are charged for the use of an interstate bridge 
constructed or taken over or acquired by a State or States or by 
any municipality or other political subdivision or public agency 
thereof, under the provisions of this title, the rates of toll shall 
be so adjusted as to provide a fund sufficient to pay for the rea- 
sonable cost of maintaining, repairing, and operating the bridge 
and its approaches under economical management, and to provide 
a sinking fund sufficient to amortize the amount paid therefor, 
including reasonable interest and financing cost, as soon as poe 
sible under reasonable charges, but within a period of not to 
exceed twenty years from the date of constructing or acquiring 
the same. After a sinking fund sufficient for such amortization 
shall have been so provided, such bridge shall thereafter be main- 
tained and operated free of tolls. An accurate record of the 
amount paid for acquiring the bridge and its approaches, the 
actual expenditures for maintaining, repairing, and operating the 
same, and of the daily tolls collected, shall be kept and shall be 
available for the information of all persons interested. 
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APPLICABILITY OF TITLE 


Sec. 507. The provisions of this title shall apply only to bridges 
over navigable waters of the United States, the construction of 
which is hereafter approved under the provisions of this title; 
and the provisions of the first proviso of section 9 of the Act of 
March 3, 1899 (30 Stat. 1151; U.S.C., title 33, sec. 401), and the 

visions of the Act entitled “An Act to regulate the construc- 
tion of bridges over navigable waters”, approved March 23, 1906, 
shall not apply to such bridges. 


INTERNATIONAL BRIDGES 


Sec. 508. This title shall not be construed to authorize the con- 
struction of any bridge which will connect the United States, or 
any Territory or possession of the United States, with any for- 
eign country. 

EMINENT DOMAIN 


Sec. 509. There are hereby conferred upon any individual, his 
heirs, legal representatives, or assigns, any firm or corporation, 
its successors or assigns, or any State, political subdivision, or 
municipality authorized in accordance with the provisions of this 
title to build a bridge between two or more States, all such rights 
and powers to enter upon lands and acquire, condemn, occupy, 

and use real estate and other property in the respective 
States needed for the location, construction, operation, and main- 
tenance of such bridge and its approaches, as are possessed by 
railroad corporations for railroad purposes or by bridge corpora- 
tions for bridge purposes in the State in which such real estate or 
other property is situated, upon making just compensation there- 
for to be ascertained and paid according to the laws of such 
State, and the proceedings therefor shall be the same as in the 
condemnation or expropriation of property for public purposes 
in such State. 


PENALTIES 


Sec. 510. Any person who fails or refuses to comply with any 
lawful order of the Secretary of War or the Chief of Engineers 
issued under the provisions of this title, or who fails to comply 
with any specific condition imposed by the Chief of Engineers 
and the Secretary of War relating to the maintenance and opera- 
tion of bridges, or who refuses to produce books, papers, or docu- 
ments in obedience to a subpena or other lawful requirement 
under this title, or who otherwise violates any provisions of this 
title, shall, upon conviction thereof, be punished by a fine of not 
to exceed $5,000 or by imprisonment for not more than one year, 
or by both such fine and imprisonment. 


RIGHTS RESERVED 


Sec. 511. The right to alter, amend, or repeal this title is 
hereby expressly reserved as to any and all bridges which may be 
built under authority hereof. 
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Office of the Executive Director PAI 50-1. 0] 


The Port of New York Authority October 29, 1951 





PUBLIC RELEASE OF PORT AUTHORITY INFORMATION 


General Policy 


The policy set forth in this Instruction is established to prevent the dis. 
semination of inconsistent, misleading or incorrect information with re. 
spect to Port Authority policies and facts, It centralizes responsibility 
in the Director of Public Relations for releasing to the press and to the 
general public, information on the activities of the Port Authority, Ex. 
cept in the case of specific authorization to the contrary, requests for 
information for public release concerning Port Authority activities are 
referred to the Public Relations Department, and all written materials 
prepared for public release are cleared by this department prior to re. 
sease. 


Release of Information 


The release of certain specialized types of information requires initial 

clearance by other staff members, or coordination with the Department 
of Public Relations, prior to release by the Director of Public Relations, 
These include 


A Financial Information 
be No information concerning the financia! results of individual 
facility operations is released to persons outside the Port Au- 
thority without prior approval by the Executive Director or 


Comptroller 


No information concerning investment in facilities or construc- 
tion costs; maintenance, operating, engineering, administrative 
or development costs; revenues and earnings; or other informa- 
tion of a financial nature except that included in the Annual 
Financial Report, the Annual Report, or the monthly condensed, 
consolidated Statement of Net Revenues (2-M Statement) is re- 
leased to persons outside the Port Authority without prior clear 
ance by the Executive Director or Comptroller. 


™ 


3 No information concerning Port Authority bonds, other than that 
included in the Annual Financial Report and the Annual Report, 
is released to persons outside the Port Authority without prior 
clearance by the Executive or the Treasurer 


B Information on Accidents 


The release of information on accidents occuring at Port Authority 
facilities is coordinated and controlled by the Director of Public 
Relations. When an accident involving serious bodily injury or sub- 
stantial property damage occurs, the Director of Public Relations 
and the Department Head directly concerned are notified without de- 
lay. (See PAI 55-3. 01) Instructions with respect to the release of 
accident information will be given by the Director of Public Rela- 
ions 


lof 2 
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Facility Information 


Requests from newspapers, periodicals, newsreels and radio and 
television organizations for information on Port Authority facilities 
are referred to the Director of Public Relations. When these re- 
quests involve actual entrance upon the facility or participation in the 
activities of the facility by the requesting organization, the Director 
of Public Relations corrdinates such requests with the General 
Superintendent of Truck Terminals when the truck terminals are in- 
volved, and with the Director of Operations when any or all other 
facilities are involved. The Director of Operations screens all re- 
quests that involve considerations of security. 


Clearance of Speeches and Written Materials 


When Port Authority personnel are requested to make speeches 
concerning Port Authority activities, or to prepare articles for 
publication, they must submit drafts of their speeches or article 
to the Special Assistant to the Executive Director at least seven 
days in advance of the deadline. The Special Assistant to the 
Executive Director makes whatever changes are necessary in 
the drafts to assure adequacy of scope and content. 


The Special Assistant to the Executive Director then sends the 
revised drafts to the Director of Public Relations for cleararice 
sufficiently in advance of their release to permit proper and 
adequate editing or re-write. Responsibility for final evaluation 
of material in accordance with established policy rests with the 
Director of Public Relations. 
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Result of operations, 1931 to June 30, 
a ~~ 3 7 7 terete Y 7 a a 
Year | Gross 
revenue 
1981 $570, 822 
1982 3, 044, 880 
1963. | 3,329, 163 
1904 3, 879, 005 
1935 3, 854, 607 
1936 4, 392, 579 
187 | 4,682, 149 
1938 | 4, 582, 358 | 
1939 | 4, 682, BAl 
140 4, 873, 883 
194! 5, 248, 187 
142 4, 250, 054 
1943 3, 407, 422 
judd 4, 175, 205 
1945 4, 404, 757 
146 6, 840, 261 
1947 7, 756, 360 
1948 8, 512,374 
1949 9, 844, 762 
1950 10, 629, 744 | 
1951 11, 813, O41 | 
1962 (6 months) 6, 183, 600 
Total 120, 968, 836 


Operating 
expense 


$66, 
369, 
358, 
372, 
443, 
5Ol, 
479, 
546, 
617, 
651, 
791, 
711, 
565, 
660, 
768, 
1, 209, 
1, 037, 
918, 
1, 209, 
1, 597, 
1, 918, 
1, 227, 


17, 113, 


558 
678 


893 | 


528 
177 
589 
729 
669 


430 | 


559 


638 | 
863 | 
706 | 
602 | 
143 | 


534 
225 
382 


554 | 
557 
585 | 


200 
SSO 
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Net operat- 
ing revenues 
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(The document referred to at p. 1553 follows :) 


PROPOSED STATEMENT 


I have today approved H.R. 8315 and H.R. 8316, proposals in- 
volving the creation of a Delaware River Port Authority to provide for 
the development of the Philadelphia-Camden port ares. 

I believe that immediate steps are necessary if the Philadel- 
phia-Camien *rea is t. develop as it should. Delay in the creation of 
the Port Authority would stifle the growth of and strike a serious blow 
at the prosperity of the entire area. I have therefore given my ap- 
proval to these measures despite the grave doubts which I entertain 
concerning one provision of the bills. 

The bills provide that the revenues resulting from tolls 
levied on users of highway bridges and highway tunnels may be used for 
the financing of other projects such as airports, docks, and warehouses. 
The result is thet the motorist who is forced by circumstance to use one 
of the bridges uperated by the Port Authority may pay not only for his 
use of the bridge but for the financing of local development projects. 
This I believe t. be unfair in the extreme. 

Moreover, the legislatian provides for the combination of two 
or more bridges int. a financing pool and provides that "reasonable" 
tolls may continue on #)]]l bridges so combined for 50 years after the 
last such bridge is completed. Thereafter tolls would be limited to 
the amount necessary for maintenance and operation of the bridges. 
Although I have no objection to the pooling of integreted highway pro- 
jects for the purpose of financing only those projects, it is my belief 
that the legislatures of the two states, when the 50 year period ap- 
prosches its close, may find themselves compelled to furnish additional 


revenues to pay for the port project8. 
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I fear thet the easiest solution might then seem to be the 
continuation for an additonal 50 years of "reasonable" tolls on al) 
such bridges secured by the simple expedient of constructing another 
bridge and combining it for financing purposes with the bridges there. 
tofore constructei. The motorist thus could be faced with an indefini, 
period of "reasonable" tolls with the major portion of such tolls bein 
liverted to nonehighway prdgects. 

Although I have given my approval to these measures, I hope 
that at its earliest opportunity the Congress elected by the voters of 
the nation this November will act to remove the threat to the motorin 
public of unfair anc discriminatory taxation to support a development 


of immediete benefit only to one metropolitan area. 
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3910 
IMMDIATE RELEAS! JULY 17, 1952 


STATEMINT BY THE PRESIDENT 


I have tocay approved H. R. 8315 and H. 8. 8316, proposals 
involving the creation of a Dc: laware River Port Authority to provide 
for the development of the Philadelphia-Camden port area. 


I believe that immediate steps are necessary if the Phila- 
delphia-Camien area is to Cevelop as it should. Delay in the creation 
of the Port Authority would stifle the growth of and strike a serious 
blow at the prosperity of the entire area. I have therefore given my 
approval to these measures despite the grave doubts which I entertain 
concerning one provision they include. 


Theee measures provice that the revenues resulting from tolls 
levied on users of highway bridges and highway sunnels may be used for 
the financing of other projects such as airports, docks, and warehouses. 
The result is that the motorist who is forced by circumstances to use 
one of the bridges or tunnels operated by the Bort Authority may pay not 
only for his use of th: bridge or tunnel but also for the financing of 
other local development projects. This I believe to be particularly un- 
fair to the interstate traveler who derives no substantial benefit from 
the local facilitics which ho is compelled to support through toll 
charges levic’ against him. 


The use of toll charges to support other facilities could create 
substantial barricrs to the free flow of interstate commerce, if the local 
development au‘hori‘ies operating interstate bridges or tunnels resorted 
to high toll charges and thus compelled interstate travelers to subsidise 
other local projects. 


In general, I believe local improvements should be financed by 
fees imposed om *hose who benefit most directly from such developments 
or by taxation. Interstate bridges and tunnels can properly be financed 
by tolls imposcd on their users. In this connection, I see no objection 


to the pooling of closcly related river crossings for financing purposes 
or, in exce» ional circumstances, to extending the amortization period 
for interstate bridges beyond tne usual thirty years. 


Bu* it seems to me to be a very doubtful practice to require the 
motorist to pay, *hrough bridge or tunnel tolls, part or all o. the cost 
of othe local facilitics of which he may make no use at all. I there- 


fore urge tt ingress, at its earlicst opportunity, to :xamine the rights 
reserved to it by this legislation with a view to taking action which will 
Protect the interstate motorist from toll charges which are higher than 
necessary to finance the bridges and tunnels he uscs. 


68911 O— 61-—-pt. 2 32 
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New Jeue $30,000,000 


The Port of New York Authority 
Consolidated Bonds, Seventeenth Series, Due 1961-1989 


Dated February 1, 1960 Due February 1, 1961-80, inclusive 











Subject to redemption at the Authorit whole o 30 days’ notice, on interest payment dates at or 

és Psa 1. SEE an Scllomn: a2 Fobrus 1969 and thereafter to and including August 1, 1971; at ttm 

therea to and including August | thereaft to 1 including August 1 177. and at 100% thereafter phos 
a a 

ea ase rued interest to the date fixe v the . . ¥ 


ries then outstanding 


are to be called for redemption, then the bonds so to be 





all be called in inverse order of maturity ; provided further 
however, that if less than all the bonds having the same maturi lat en outstanding are to be called for redemption, the 





bonds of that maturity date so to be called shall be selected t t 


Principal and semi-annual interest ( Februa 1 d August ; able at the ipal office The First National City Bank of 

New York, New York City, Payime Agent ¢ First N nal t h New York, Regist spon bonds in the 

lenomination of $1,000 registrable as to prin or to both principal and interest and, when fully registered, convertible inp 
on bonds at the expense of the holder > 


,e 


The Bonds and the interest thereon, in the opinion of General Counsel and Bond Counsel for the Authority, are exempt 
under the Constitutior f the United States, as now force, from any and all taxation (except estate, inheritance and 
gift taxes) now or hereafter imposed by the United States unless the States of New York and New Jersey consent @ 
such taxation; from taxation imposed under the existing statutes of the United States 


; (except estate, imberitance and 
gift taxes); and under the Treaty of 1921 between the States of New York and New Jersey and supplemental legisis- 


tion, from taxation (except estate, inher posed by the States of New York & 





tance and gift taxes) now or hereafter 
New Jersey or by political subdivisions thereof 











Ehgible, m the opinion of Gener un ind Bond Counsel, under exist lation r wmovestment m New York ad 
New Jers state and municip Fer mks and . nks, mouran maim trust md other fiduciaries 
howle, m tne pimionm f ener “nt md fond - nn * exist fiom ° dep ! wir tale or penne. fo 
Acer " agen s of New York and Neu ’ for an pur p for hich ¢ dep t of bond + other obligations of th 

t \ rk ‘ resp uw? ’ er , mthorized 
Amounts, Maturities, Rates and Yields or Prices 
Price Yield 
Amount Maturity Rate Yield Matu Rate © Yield ‘ Maturity Rate o Pre 
$1,500,000 1%! 651% 220% $1 SOO. OM 19Oe Yi 1x $ 10, 00K 1974 4% 164 
1,500,000 962 ¢ 2% ] AL 19 4 1 008 1975 3% 30 
1.500.000 1963 t 3.05 1.500.001 7 1% 1x 500.008 976 3700 3S 
] x 1964 ¢ 3} 10,00 19 x 1,500,008 77 3705 
1.500.000 1945 f 125 son non 1972 ; 3 0.000 78 37 1@ 
500 00K we t } 00.000 1973 , ; 1. 500. 00K 1979 4.70 100 
500.006 1967 é 3.45 1,500 00K 1a 1.00 Not Rested 
r Hom re offered att 6 rom how nd if ri md + / us, swhyect to prior sale ond 
ad egah Mr Sidne idstew ' wunsel for] Port of New rk Authorit 
” Messrs. A omg " mm md ni 
For information relating to The Port of New York Authority and to these Consolidated Bonds, reference is 
fT tat c ¢ read { rt purchase of these Bonds. 
123 South La Salle Street, cHIcAGo 90 35 Wall Street, NEW YORK 
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THE PORT OF NEW YORK AUTHORITY 
111 Ceghth Avenue-at 15th Street NewYork 11 NY 
Mgomguen $-400€ 
EXECUTIVE OFFICES 
OFFICIAL STATEMENT J 


TO PROSPECTIVE PURCHASERS: 


As publicly advertised, The Port of New York Authority is offering for public sale upon an all or none basis 
$30,000,000 of its Consolidated Bonds, Seventeenth Series, Due 1961-80. The interest rate or rates on these bonds 
are to be specified by the purchaser. This offering continues the program, hereinafter more fully described, which 
was initiated in 1952 to consolidate the Authority's funded debt, present and prospective, into a single issue of 
bonds, insofar as economically practicable 


The purpose of this Official Statement is to describe the bonds being presently offered, and to give other } 
pertinent data with respect to the Authority and its finances 


The Present Offering 
The following is a summary description of the $30,000,000 bonds being presently offered for sale 
Series: Consolidated Bonds, Seventeenth Series, Due 1961-80 
Principal Amount: $30,000,000. 
Dated; February 1, 1960 


Due as follows: 





Bonds 

Date Amount Numbered C(17) 
February 1, 1961 $1,500,000 1- 1,500 
February 1, 1962 1,500,000 1,501- 3,00 
February 1, 1963 1,500,000 3,001- 4,500 
February 1, 1964 1,500,000 4,501- 6,000 
February 1, 1965 1,500,000 6,001- 7,500 
February 1, 1966 1,500,000 7,501- 9,000 
February 1, 1967 1,500,000 9,001-10,500 
February 1, 1968 1,500,000 10,501-12,000 


February 1, 1969 1,500,900 12,001-13,500 
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Bonds 
Date Amount Numbered C(17) 
February 1, 197( $1,500,000 13,501-15,000 


February 1, 1971 1,500,000 15,001-16,500 
February 1, 1972 1,500,000 16,501-18,000 


February 1, 1973 1,500,000 18,001-19,500 


February 1, 1974 1.500.000 19,501-21,000 

February 1, 1975 1,500,000 21,001-22,500 

February 1, 1976 1,500,000 22,501-24,000 

February 1, 1977 1,500,000 24,001-25,500 

February 1, 1978 1,500,000 25,501-27,000 

February 1, 1979 1,500,000 27 ,001-28,500 

February 1, 1980 1,500,000 28,501-30,000 
Purposes: Capital expenditures in connection with La Guardia and New York International Airports and 
purposes incidental thereto, including the refunding of Consolidated Note eries J, issued for such purposes 


Call Provisions: Subject to redempti 


interest payment dates at or subsequent t 


nm part on 30 days’ notice, or 





at 103% beginning on February 
at 102% therea cluding August 1¥/4 


at 101% thereafter to and including August 1, 19 
th 


at 100% wreaiter 
plus, in each case, accrued interest to the date fixed for redemptior 
If jess than all the bonds of the Seventeenth for redemption, then the 


bonds so to be redeemed shall be called in inverse 
all the bonds having the same n 
that maturity date so to be called sl 


wowever, that if less than 





urity date and 








Interest Payable: February 1st and August Ist, at the rate or rates specified by purchaser 


Registration Coupon bonds, registerable as to principal alone, or as to both principal and interest and, if 
registered, convertible into coupon bonds. 


Denominations: Unregistered bonds and bonds registered as t rincipal or $1,000. Bonds fully registered 
as to both principal and interest, $1,000 and, if having the 
registered bonds of any denomination convertible into like bonds of other authorized denominations in the same 
aggregate principal amount only if having the same mz 














Security: Direct and general obligations of the Authority f t of whicl 
the full faith and credit of the Authority are pledged. Secured equall i 1 lated B 
weretofore or hereafter issued by a pledge of (a) the net revenues of the Authority ort Authority 
Piers, Port Authority- West 30th Street Heliport, the Brooklyn-Port Authority Piers, the Erie Basin ority 
Piers, the Elizabeth-Port Authority Piers (« truct 1 any additional facilities whi iy hereafter be 





financed or refinanced in whole or in part through the medium of Consolidated Bonds, (b) the net revenues of the 
Authority from all other of its existing facilities subject to (but only to) | } 
tne Cones " D af ling Bond Air Terminal Bor / 


Bonds, (c) the General Reserve Fund of the Authorit thorized Chapter 5 of the Law f New Jersey of 


ledges heretofore 1 € 





fore created in fa f 
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1931 and Chapter 48 of the Laws of New York of 1931, as amended) equally with other obligations of the Authority 


and (d) the Consolidated Bond Reserve Fund established in connection with Consolidated Bonds 


Tax Exemption: Exempt, in the opinion of General Counsel and Bond Counsel, under the Constitution of the 


United States, as now in force, from taxation (except estate, inheritance and gift taxes) now or hereafter imposed 


by the United States unless the States of New York and New Jersey consent to such taxation; from taxation 
imposed under the existing statutes of the United States (except estate, inheritance and gift taxes) ; and under the 


Treaty of 1921 between the States of New York and New Jersey and supplemental legislation, from taxation 


(except estate, inheritance and gift taxes) now or hereafter im by the States of New York or New Jersey 





or by political subdivisions thereof. 


Legality for Investment: Eligible, in the opinion of General Counsel and Bond Cour 


inder existing legisla- 
and savings banks, 





tion, for invest 





it in New York and New Jersey by state and municipal officer unk 


insurance companies, trustees and other fiduciaries 








Eligibility for Deposit: Eligible, in the opinion of Genera unsel and Bond el, under existing legislation, 
for deposit with state or municipal officers or agencies of New York and New Jersey for any purpose for which 


posit of bonds or other obligations of the States of New York or New Jersey, respective 





the d y, is now or may 
hereafter be authorized 


Registrar and Paying Agent: To be announced 


All legal proceedings pertaining to the issuance of these bor 
gai | gs] 4 





1ave beer { er \ ney ( 


soldstein, General 





























Counsel of the Authority, and by Messrs. Wood, King, Dawson & Logan, Bond Counsel for the Authority 
nes of the resolutions establishing the issue of Consolidated Bor 1 autt the Seventeenth Series 
re annexed hereto as Appendices VI and VII 
The Port Authority is a ' t New \ and New Jersey 
created in 1921 by Compact betweer f the ted States. In the 
Compact the two States recited th n of the terminal, t portation and 
other facilities of commerce in the Port of New York would result in great econor enefiting the nation as well 
as the States and that the future devel t of such fa s 1 require the cordia 
in the encouragement of the investment of capital and in the for lat 1 exe t 
recited that such result could best be a mplished through the " ratior f the tw t 
joint or mmon agency, and to that end, after pledging, each t ¢ ot faithf 
planning and development of the Port of New York, they created the Port vow rk 
New York Authority 
In general, the Authority is authorized to purchase nstruct. lease i erate t 
faci within the Port of New kD ¢ and . ’ 
. fas tie } tI . 
tering t New York Harbor. the | as 
f this hcial Statement The Port | t 
Newark lersey ( New jersey ar er 2 
due tere ate glenn e ‘1 
An important function of the Port Authority is the effectuatior £ the Camnrecher s 
ment f the Pe - D trict which wa adonted the tu Ctatee ir 1922 a 
thereafter 
By legislation adopted in 1931, the two States declared that the vehi ar traff ing acr nterstate waters 
within the Port District constitutes a general movement of traffic which follows the most essible and practicable 
routes, and that the users of each such vehicular bridge or tunnel across these waters benefit by the existence of 


every vehicular bridge or tunnel, since all of the bridges or tunnels relieve congestion and facilitate the movement 
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of traffic. Accordingly, the two States provided that the construction and operation of such bridges and tunnels 
qthorized by State law, should be unified under the Port Authority. The legislation referred to, however, leaves 
the Congress of the United States free to exercise its powers with respect to interstate crossings. 


In 1947 the two States adopted legislation authorizing municipalities in the Port District to cooperate with 
the Port Authority in the development of marine terminals and empowered them to consent to the use by the Port 
Authority of any municipally owned marine terminal development, including the right to convey, lease, or otherwise 
transfer such marine terminal development to the Port Authority. The Port Authority may also acquire privately 
owned marine terminal properties under the original Compact. 

The two States also adopted legislation in 1947 declaring that the problem of furnishing proper and adequate 
air terminal facilities within the Port District is a regional and interstate problem and that it should be the policy 
of the two States to encourage the integration of air terminals so far as practicable in a unified system. In further- 
ance of said policy and in partial effectuation of the Comprehensive Plan the Port Authority was authorized to 
proceed with air terminal development within the Port District. 


The Authority raises the necessary funds for the construction or acquisition of its facilities upon the basis of 
its own credit, its reserve funds and its future revenues. In the past such funds have been supplemented in certain 
cases by state and federal contributions. The Authority has no power to levy taxes or assessments. Its bonds and 
other obligations are not obligations of the two States or of either of them, and they are not guaranteed by the 
States (except for any bonds to be issued in connection with New York State’s Railroad Car Program, see page 13). 


In carrying out its program the Authority functions as a public corporation employing sound business prin- 
ciples and practices. A career staff of over 4,400 employees is headed by an Executive Director who is responsible 
to a twelve man board of commissioners hereinafter described. The revenues of the Authority are derived 
principally from the toll charges on bridges and tunnels and from landing, dockage, rental and other charges for 
the use of space and privileges at its air, marine and inland terminals hereinafter described. 


By reason of statutory provisions and agreements with the holders of its bonds, the purposes for which its 
various funds, including revenues, can be expended are limited and restricted. In order to determine the moneys 
which are or will become available to meet the interest upon and principal of any of its obligations, it is necessary 
to examine the statutes and resolutions affecting the particular issue, the more important of which are listed in 
Appendix IV. 

The Authority consists of twelve commissioners, six from each State, appointed by the Governor thereof, 
with the advice and consent of the Senate. The commissioners serve without remuneration for six year overlapping 
terms. They are engaged in business or professional activities apart from their offices as Commissioners. In some 
cases these involve business or professional connections or relations with persons, firms or corporations which do 
business with or are actual or potential users of the Authority's transportation and terminal facilities. The present 
Commissioners, and their principal activities, are as follows: 


New Jersey New Yorx 
Horace K. Cornnin, Vice Chairman S. Stoan Cour, Chairman 
Honorary Chairman of the Board of the Director and Member of the Executive Com- 
Fidelity Union Trust Company, Newark mittee of the Bankers Trust Company 
Dowatp V. Lowe, Howarp S. Cuttman, Honorary Chairman 
President of Lowe Paper Company President of Cullman Brothers 
James C. Kettoce ITI, Cuartes S. Hamitton, Jr., 
Partner—Spear, Leeds & Kellogg ice President of Avalon Foundation 
Tuorn Loro, N. Baxter Jackson, 
Attorney Chairman of the Executive Committee of the 
Joux J. CLancy Chemical Bank New York Trust Company 
Attorney—Clancy and Hayden Josten A. Martino 
Rosert F. McAtevy, Je., President of National Lead Co 
Attorney Bayarp F. Port 
Honorary ( uirrmar the Executive Com 
mittee of the Marine Midland Trust Co. of 
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Facilities of the Port Authority 


The locations of the facilities now operated by the Authority are shown on the map of the Port of New Yor 
District appearing as the frontispiece of this Official Statement. 


Bridges and Tunnels 
The Port Authority operates all the interstate vehicular bridges and tunnels in the Port of New York District, 


The volume of vehicular traffic upon all Port Authority bridges and tunnels for the years 1943 to 1959, inclusive, 
is shown in the following chart. 


100 


Volume of VEHICULAR TRAFFIC 
at all Port Authority Crossings 
a (millions of vehicles) 
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Holland Tunnel 


The Holland Tunnel was constructed and originally operated by other state agencies, In March, 1931, the 
control, operation, tolls and other revenues were vested in the Port Authority. It provides a traffic link between 
lower Manhattan and Jersey City. Each of its two tubes has a 20 foot roadway consisting of two traffic lanes. 
The portal to portal length is about 8,500 feet. The cost of the tunnel, with improvements made to date, approxi- 
mates $57,850,000. 


1959 vehicular traffic totaled about 21,140,000 one-way trips 


The States of New York and New Jersey have enacted legislation authorizing the Port Authority to enter 
into agreements with the New Jersey Turnpike Authority and the New Jersey Highway Department, whereby 


the Port Authority would contribute to certain costs of interchange improvements to be made to the New Jersey 
Turnpike in the vicinities of the Holland Tunnel and Newark Airport. 


Lincoln Tunnel 

The Lincoln Tunnel, also a Hudson River crossing, has its portals in midtown Manhattan at West 39th Street 
and in Weehawken, N. J. The roadway of each of the three tubes of the tunnel is 214 feet wide and their portal to 
portal length averages about 7,900 feet. The tunnel (first tube) was initially opened to traffic in 1937. The cost 
of the three tubes, with all approaches and improvements to date, including a peripheral automobile parking 
lot in North Bergen, N. J., is approximately $182,500,000. Contained in this total is about $94,100,000 representing 
the cost to date of the recently completed third two-lane tube and the extensive enlargements and improvements of 
the original approaches. Six lanes of traffic can now flow at one time and the number of lanes in each direction can 
be varied to accommodate demand. Under construction at the present time are new extensions and approaches 
which will connect with The Port Authority Bus Terminal (See, “The Port Authority Bus Terminal”, p. 12) 

The Authority has agreed with the City of New York that the Authority will construct certain additional 
approaches estimated to cost about $7,000,000 when, as and if Lincoln Tunnel traffic volume reaches thirty million 
vehicles a year and if the City of New York has theretofore acquired the necessary real estate for such approaches 

1959 vehicular traffic totaled about 26,925,000 one-way trips 


George Washington Bridge 

The George Washington Bridge, originally opened for traffic in 1931, is an eight-lane suspension bridge over 
the Hudson River joining upper Manhattan and Fort Lee, N. J. The length of the river span of the bridge is 
approximately 3,500 feet, the length of the principal bridge structure between anchorages is 4,760 feet, and the 
width is 124 feet. The cost of the bridge, with improvements made to date, including amounts expended for the 
second deck as described below, has reached approximately $113,000,000. 

Vehicular traffic in 1959 totaled about 38,450,000 one-way trips. 

The Authority is now in the process of constructing a second deck to the George Washington Bridge. This 
mprovement will provide six additional traffic lanes, and in conjunction therewith there will be constructed a new 
highway across northern Manhattan. It is contemplated that the Authority will provide about $25,000,000 toward 
the cost of proposed new and/or improved approach highways to be built by the New Jersey State Highway 
Department in relation to the Bridge and located in Bergen County, New Jersey. The Port Authority also proposes 
to construct a bus passenger facility in the Washington Heights section of Manhattan as part of the George 
Washington Bridge improvement. The presently estimated total cost of providing the improvements described 
n this paragraph is about $183,000,000 


Bayonne Bridge 

This bridge, opened in 1931, over the Kill van Kull, connects Bayonne, N. J., and Port Richmond, Staten 
Island, N.Y. It is a steel arch structure, 74 feet wide, the length of the arch span being 1,675 feet, and the total 
ength of the bridge and approaches being about 8,100 feet. The approximate cost of construction was $13,000,000 


1959 vehicular traffic totaled about 2,435,000 one-way trips 
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Goethals Bridge 
The Goethals Bridge, opened in 1928, furnishes a highway connection over the Arthur Kill between Eli 
N. J., and Howland Hook, Staten Island, N. Y. It is a cantilever structure, the main span of which is 672 feet 
and the total length from plaza to plaza is about 8,775 feet. The approximate cost of construction was $7,500,009, 
Vehicular traffic in 1959 totaled about 3,750,000 one-way trips 


Outerbridge Crossing 

The Outerbridge Crossing, similar in design to the Goethals Bridge and opened at the same time, spans th 
Arthur Kill between Perth Amboy, N. J., and Tottenville, Staten Island, N. Y. The main span of the bridge is 
750 feet in length and the length from plaza to plaza totals about 10,000 feet. The cost of construction was 
approximately $10,000,000. 


Vehicular traffic in 1959 totaled about 2,270,000 one-way trips 


The Port Authority operates the four largest air terminals and the only heliport for commercial aviation in the 


Port of New York District. The following chart depicts the number of passengers embarking or disembarking at al 
Port Authority airports for the years 1948 to 1959. 
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La Guardia Airport 
La Guardia Airport is located at Flushing Bay in the Borough of Queens, New York City, on the north shore 
of Long Island. It is about 550 acres in area. Opened under New York City operation on December 3, 1939, it was 


leased, together with New York International Airport, to the Port Authority by the City of New York for aterm } 
beginning on June 1, 1947 and ending when all Port Authority obligations issued in connection with the two air 
terminals have been paid, but in any event not later than May 31, 1997 





0 in the 
ng at al 


i 


th shore 
9, it was 
raterm } 


PORT OF NEW YORK AUTHORITY 1657 


La Guardia Airport has two runways in use which are 200 feet wide, and 6,000 and 5,000 feet long, respectively. 
This Airport has ten active hangars. The Port Authority's capital investment in La Guardia Airport (over and 
above the City’s investment) was about $16,400,000 at the end of 1959. 


The Authority has commenced a redevelopment program for La Guardia Airport estimated to cost in excess of 
$50,000,000. The redevelopment, to be carried out in a series of planned stages, would include a large new passenger 
terminal, an increase in aircraft gate positions by 50%, a new control tower, the rehabilitation of one runway, the 
construction of a new runway, and work upon associated taxiways and aprons. The redevelopment program was 
adopted upon reaching agreement with the airline lessees using the airport for an increase in certain rates of charges 
over those established in the original leases and for the use of the new construction. 


Plane movements during 1959 were at the rate of almost one landing or take-off every 2 minutes—about 
230,000 movements during the year and about 5,410,000 passengers arrived or departed. 


New York International Airport 


New York International Airport (formerly known as Idlewild Airport) was leased, together with La Guardia 
Airport, to the Port Authority by the City of New York. Opened on July 1, 1948, this Airport is located on Jamaica 
Bay in the Borough of Queens, New York City, in southern Long Island. It is about 5,000 acres in area. 


The Port Authority had invested about $262,800,000 in this Airport at December 31, 1959 
Five runways are now in use ranging in length from approximately 8,000 feet to 14,600 feet. 


At the present time fifteen hangars are in operation at the Airport. Two additional hangars are under 
construction, the presently estimated final cost of which is about $10,800,000. 


The Port Authority is constructing a new passenger terminal development at this Airport. This development 
includes an International Arrival Building with two adjacent Airline Wing Buildings and will also include several 
individual Airline Terminals, with roadways, taxiways and aprons all within a 655-acre landscaped oval. The 
development is planned to accommodate 140 aircraft at one time. The presently estimated cost of the ultimate 
project is about $150,000,000. The International Arrival Building and the Airline Wing Buildings were placed 
in operation during December 1957. At the close of 1959 two of the individual unit terminals have been completed 
and placed in operation and four others are under construction. 


Plane movements during 1959 totaled about 214,000, and approximately 6,990,000 passengers arrived at or 
departed from this airport 


Nework Air port 


Newark Airport now consists of about 2,300 acres along the Newark-Elizabeth boundary, which include about 
900 acres in the City of Elizabeth. This air terminal was opened under City of Newark operation in October 1928, 
and was subsequently leased to the Port Authority by the City, together with Port Newark marine terminal, for a 
term beginning March 22, 1948 and ending when all Port Authority obligations issued in connection with the two 
terminals have been paid, but in any event not later than March 22, 1998 


There are two active runways in use. One is 7,000 feet long and 200 feet wide and the other is 6,850 feet long 
and 150 feet wide. There are now seven hangars at the airport. 


The Port Authority has recently completed a new cargo handling center at a cost of about $3,500,000 and a new 
control tower costing about $1,750,000. 


Certain proposed construction in connection with New Jersey Turnpike extensions has been referred to above 
on page 6. 
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Since assuming operation of Newark Airport, the Port Authority has made capital expenditures of abo 
$39,200,000 thereon through 1959. 


Newark Airport handled about 159,000 plane movements and about 3,100,000 passengers during 1959, 


Teterboro Airport 


Included in the Port Authority's regional system of air terminals is Teterboro Airport, acquired on April 2 } 
1949, which is located in Bergen County, New Jersey 





At the present time the terminal is devoted primarily to training isines ey — ate aircraft operation 
Tt has two 5,000 foot runways with modern lighting, an administration building ar 1 hangars Through 19% 
he Port Authority has invested about $10,100,000 in this facility. 





In 1959 the air terminal handled about 230,000 plane movements 


During the latter part of 1959, a suit was commenced by the County of Bergen, New Jersey secking a declan. 
tory judgment as to the Port Authority's right to construct a building at Tetert oro Airport for an industrial nop 
aviation tenant, and for a declaration that the statute declaring Port Authority property at its air terminals to} | 
exempt from real estate taxes is unconstitutional to the extent that it purports to grant tax exemption on industry) 
buildings erected by the Port Authority at Teterboro Airport. The suit was dismissed by the court on October » 
1959 on the ground that plaintiff did lacked standing to m 


The County has appealed from this dismissal 


not have a sufficient interest in these issues and therefore 


In addition, early in January 1960 a letter was received from the Borough of Moonachie, a municipality with: 


the County and the actual tax t involved, purporting to claim taxes on the above mentioned building (thom, 
not the land) for the year 1960, upon an assessed valuation of $40,000 


Port Authority Heliports 

The | t Authority } ngaged tens { th poss tutur el mt ot helicopter open: 
tions, par ar with respect to the ror t ure n 1952 the ul Ae aut I rd certified the frr 
helicopter passenger, mail and cargo service in this area. 


The Port Authority-West 30th Street Heliport, New York City’s first commercial heliport, was placed 
1 Operation in September 1956, having been constructed at a cost of about $500,000. The heliport is locate 
on a bulkhead site at the Hudson River, leased for a five year term from the City of New York. It is presenty 
{ 


luled passenger, cargo and mail flights to and frm 


operated as a public heliport including use for regularly sche 
the three major airports in the Port District 


Marine Terminals 


T 


Port Authority Grain Terminal 


The Port Authority Grain Terminal, built by the State of New York and opened in August, 1922, ww 
transferred in May, 1944 to the Authority. Since then, the Authority has extensively rehabilitated and impronl 
the elevator, piers and upland at a cost of approximately $3,400,001 


j 


The Terminal is located at the foot of Columbia Street in the Gowanus Bay section of the Brooklyn wate- 


ity, the Columbia Stret 





front. It includes a grain elevator, a new grain pier and gallery constructed by the At 
Pier and adjacent uplands 
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The grain elevator has a storage capacity of 1,800,000 bushels. The Columbia Street Pier, 1,250 feet long 
and 152 feet wide, has WO to 35 feet water depth alongside. 


Port Newark 


Port Newark is a waterfront terminal development located on Newark Bay adjacent to Newark Airport, within 
the Port of New York district lighterage limits as published in railroad tariffs. The marine terminal contains about 
612 acres and includes wharves, deep water ship berths (about 16,800 lineal feet), transit sheds, open storage 
areas, warehouses and industrial buildings, roadways and railroad trackage. 


This marine terminal was first developed by the City of Newark and was leased together with Newark Air- 
port, to the Port Authority for a term beginning March 22, 1948 and ending when all Port Authority obligations 
issued in connection with the two terminals have been paid, but in any event not later than March 22, 1998. 


The terminal is served by the Central Railroad of New Jersey, the Lehigh Valley Railroad and the Pennsyl- 
yania Railroad. Vessel berths are served by railroad tracks, offering the opportunity for direct ship-to-rail transfer 


operations. 
A new 3-berth terminal development, located on the north side of the channel, was recently completed at a cost 
of about $2,500,000 


Now under construction are 8 additional distribution buildings on the north and south sides of the channel 
estimated to cost about $6,000,000 in total 


The Port Authority recently proposed the long term development of the south side of Port Newark along a 
new channel which would also adjoin the new Elizabeth-Port Authority Piers. (See Elisabeth-Port Authority 
Piers, below.) 


The total amount expended on leasehold improvements by the Port Authority at Port Newark through 1959 is 
approximately $55,700,000. It is anticipated that future construction, as demand for terminal space develops, may 
raise this figure to $125,000,000 over the next twenty years 


Waterborne tonnage through Port Newark during 1959 was about 4,050,000 long tons 


Hoboken-Port Authority Piers 


Effective October 1, 1952, the Authority commenced operation of these piers, theretofore operated by the 
United States Maritime Administration, in Hoboken, New Jersey. They are being operated under a fifty-year 
sublease from the City of Hoboken to which the Maritime Administration simultaneously leased the piers. Said 
lease also provides for a fifty-year extension of the term of the lease at the Authority's option if the Authority 
agrees to construct a specified third pier in substitution for existing piers. The estimated cost of constructing said 

The Authority has developed this facility at a cost of approximately $17,800,000. Included are two new piers, 
ech 700 feet long and 328 feet and 323 feet wide respectively, providing modern cargo handling facilities. Head- 
house areas have been rehabilitated to provide modern passenger handling facilities and office quarters. One of the 
original piers has been rehabilitated to provide cargo and passenger facilities. The entire development occupies 
1700 feet of waterfront and contains a headhouse 1,200 feet in length. It is leased in its entirety to the American 


Export Lines 


Brooklyn-Port Authority Piers 


On March 1, 1956, the Port Authority purchased certain Brooklyn waterfront properties and uplands princi- 
pally from the New York Dock Company for about $14,258,000. These properties were immediately placed in 
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yperation as the Brooklyn-Port Authority Piers. Other adjacent properties have since been acquired as part of 
this facility. 


The facility extends southward about two miles from a point near the Brooklyn Bridge to and including the 


Atlantic Basin, and fronts on the 40-foot deep Buttermilk and East River Channels. It includes over 50 acres of | 


upland area and warehouse space. 


The Port Authority is rebuilding and modernizing this entire area at an estimated cost of $70,000,000 over 
the cost of acquisition. Such program is expected to be carried out with the minimum possible interruption 
operations which accommodate 25 steamship lines serving worldwide ports. 


Through 1959 the Authority has completed construction of five of the new piers at a total cost of aboy 
$30,000,000. These piers have all been placed in operation under long-term leases to steamship and stevedoring 
companies. 


This facility has been enlarged by lease of additional property from the City of New York for a term expiring 
in 2009. Construction was started late in 1959 of an additional new pier on this leased property, estimated to cos 
about $5,600,000 and scheduled for completion on April 1, 1961 


A second new pier, on Port Authority-owned property, is also under construction, which is estimated to cog 
about $7,600,000 and is scheduled for completion on June 1, 1961 


Evie Basin-Port Authority Piers 


On December 15, 1958 the Port Authority purchased certain privately owned property on Gowanus Bay, 
Brooklyn, theretofore known as Beard's Erie Basin, at a cost of $7,500,000. This property consists of 3 finger 
piers, 2 breakwaters improved with 5 transit sheds and one warehouse pier. There are 34 acres of upland and % 
acres of land under water forming an enclosed navigable basin. It was immediately placed in operation as the 
Erie Basin-Port Authority Piers. 


On September 1, 1959 this facility was enlarged by the purchase of an additional pier, and its adjoining upland 
area and buildings, from the United States Government at a cost of $1,250,000 


Elizabeth-Port Authority Piers 


The Port Authority has undertaken the development of an entirely new marine terminal on Newark Bay in 
Elizabeth, New Jersey. The new terminal will be similar to Port Newark in layout and function. The south side 
of Port Newark and the new Elizabeth-Port Authority Piers will be served by a new channel along the boundary 
between the two facilities. This channel, of which the dredging has just been completed at a cost of about $4,500,000 
is about 9,000 feet long and 700 feet wide. It is planned to eventually have berths for 24 vessels along both sides 
The new terminal will have upland area for handling container-ship operations and bulk cargo open storage. 


The additional real property required for this facility consists of about 635 acres of unimproved property, 
Title to 467 acres of this property, which was privately owned, was vested in the Port Authority on March 14, 1958 
as a result of condemnation proceedings, and a determination of its value by the Court is now pending. Advisory 
commissioners have recommended a valuation of $3,658,600. The Port Authority has paid $1,200,000 on account 
of the ultimate award. The balance of the property, 167 acres, is owned by the State of New Jersey, and the 


Port Authority has made application to acquire it by way of riparian grant 
PI 1 


The new facility is estimated to cost ultimately about $150,000,000. The development and expenditure are 
planned to take place over a 15- or 20-year period, to be progressed in phases as the demand for services arises. 
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Inland Terminals 
Inland Terminal No. 1 (Port Authority Building) 


Inland Terminal No. | is located in the Port Authority Building, which occupies the entire Manhattan block 
between West 15th and 16th Streets and Eighth and Ninth Avenues. The terminal, opened for operation in 
October, 1932, handles less-than-carload railroad freight for shippers and consignees in the Port District shipping 
or receiving freight by way of a group of trunk line railroads, which are the tenant-operators of the terminal. The 


basement is occupied for express freight handling by the Railway Express Agency. 


The terminal permits shippers’ and consignees’ trucks to pick up consignments from, and deliver shipments 
to, any or all of the trunk line railroads using the terminal at the one platform instead of making numerous trips 


to the widely separated individual stations of the railroads 


The ground floor of the Building also serves as a consolidated receiving station for the Interboro Truck 


Terminal Corporation which accepts and consolidates motor freight shipments for a number of over-the-road 


motor carriers 
The upper fourteen stories of the Port Authority Building are used for office and loft purposes, including the 
Port Authority's principal administrative offices. The entire building contains 2,500,000 square feet of gross floor 


area and has cost about $2? 300.00 


The Port Authority Bus Terminal 


The Port Authority Bus Terminal occupies the entire block extending from West 40th to 41st Streets between 
Eighth and Ninth Avenues in Midtown Manhattan, one block from Times Square. The terminal serves both long 
haul and local intercity commuter buses, now aggregating about 6,000 movements on a typical weekday. The short 
haul buses for the most part use direct onnections to and from the Lincoln Tunnel without entering upon 
the New York City streets. Long haul buses enter and leave the terminal at its Ninth Avenue end without trav- 
ersing the more congested streets to the east. Combined long and short haul bus movements now using the terminal 


constitute about 869% of all such traffic entering the midtown Manhattan area 





and short haul buses on 





The bus terminal is approximately 800 by 200 feet 











different floor levels, with intermediate concourse levels te t passenger interchange. The roof of the terminal 
provides parking space for about 450 passenger cars 

The bus terr ¢ erat “ 150, and the tot yst of construction through 1959 
was approximately $24,000,001 

TI \ 1 the Lincoln Tunnel approaches 


ssent roof parking area into a loading and unloading area for 
f ile parking. The existing approach ramps 
nd additional approach ramps are to be constructed 


connecting with it. It is planned to convert the 


buses, and to add three new levels above the pres 


leading to and from the Lincoln Tunnel are to be wi 
| March, 1960, with completion scheduled for December, 1962. The 
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New York and Newark Union Motor Truck Terminals 





The New York Union Motor Truck Terminal in lower Manhattan, constructed at a cost of about $10,000,000, 
and West Houston Streets and Greenwich and Washington 


of merchandise freight between large over-the 





occupies the four full city blocks between Spring 


Streets. The terminal is designed to pern h 


f street interchange 
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road trucks and smaller trucks for local pick-up and delivery. It is located four blocks from the New York Pha 
of the Holland Tunnel and close to Hudson River steamship piers. The terminal is approximately 1,000 feet 
160 feet, and has 142 truck berths, a freight platform 800 feet by 80 feet, about 60,000 square feet of Tentable 
office space, and roof-parking space for approximately 115 tractor-trailer units. 


The freight platform, most of the roof parking area and certain operational space of the New York Unica 
Motor Truck Terminal are leased to the Empire State Truck Terminal Co., Inc. for a term ending February 3 
1963. The platform is operated as & joint terminal facility serving several motor freight carriers, 


The Newark Union Motor Truck Terminal, which is similar to the New York Terminal, is located on a Zeer 
site. This terminal is about 1,175 feet by 200 feet and has 160 truck berths around a freight platform about 1,000 
feet by 100 feet. Construction of this terminal was completed at a cost of approximately $8,100,000. 


za*ek8keEeee 


The freight platform and certain parking and operational areas of the Newark Union Motor Truck Termiggj | 
are leased to the Garden State Truck Terminal Corp. for a term ending August 31, 1960. The platform is operated 


as a joint terminal facility serving several motor freight carriers. 


Additional Facilities and Improvements 


The Authority is now engaged in providing various capital improvements to certain of its existing facilities, 
and has undertaken studies for other such improvements and for other new construction, which are expected to 


require the issuance of new bonds in addition to the present offering. These improvements and construction | 


include, but are not limited to those outlined above under the heading “Facilities of the Port Authority”, andi 
some cases are in fulfillment of contractual commitments assumed by the Authority in leases and other agreement: 


The Port Authority has released a preliminary report indicating a need for an additional major airport t 


serve the future needs of the metropolitan region. It is presently anticipated that a definitive report on this | 


matter, containing suitable recommendations, will be made to the Governors and Legislatures of the two Stats 
later this year. The Port Authority has no present power to proceed with the construction or operation of sud 
an additional facility if it is to be located outside the Port of New York District, nor to acquire by condemnation 
any real property for a new airport at any location. 


No attempt is made to enumerate al] projects under study by the Port Authority at the present time. 


Section 8 of Appendix VII imposes certain requirements on the Port Authority relative to the financing her- 
after of any additional facility for the first time by Consolidated Bonds or other bonds sharing in the pledge of the 
General Reserve Fund. Before the Port Authority can issue any such bonds for purposes in connection with ah 
an additional facility, it must first certify its opinion that it will not thereby, during a specified period, materially 
impair the sound credit standing of the Authority or the investment status of Consolidated Bonds or the ability of the 
Authority to fulfill its commitments, including its undertakings to the holders of Consolidated Bonds. Uniless and 
until, having first made such certification, the Port Authority does in fact issue Consolidated Bonds or other bonds 
secured by the General Reserve Fund for purposes in connection with such an additional facility, neither te 
General Reserve Fund nor any existing special reserve fund for the benefit of Port Authority bondholders may be 


applied for purposes in connection with such additional facility 


New York State’s Commuter Railroad Car Program 


The State of New York, under bi-state legislative authorization, appropriated $20,000,000 to the Port Authority 
to be used in purchasing commuter railroad cars for the purpose of renting them to commuter railroads operating 
between municipalities in the State of New York. This legislation became effective September 21, 1959. 
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The bi-state legislatidn ohibits the Port Authority from borrowing any money for the purchase of such 
ass unless and until New YOPk State shall have guaranteed the payment of principal and interest thereon. Further- 
gore, the legislation prohibits the Port Authority from pledging its full faith and credit or from pledging or 
using for this railroad car program any of its revenues or reserves pledged in support of Consolidated Bonds including 
the revenues of any of its existing facilities or any of its existing reserves. The Port Authority, even after it is 
githorized to issue bonds guaranteed by New York State, is authorized to pledge only the railroad cars purchased, 
the rentals therefrom and the State's liability on its guarantee. An amendment to the New York State Constitution 
is necessary to have such a New York State guarantee and such constitutional amendment must be adopted by 
two successive legislatures and thereafter approved by a majority of the people at a popular referendum. Such 
‘ constitutional amendment has been adopted by the present New York Legislature ; the next Legislature 
will take office in January aa.) 7 oe 


Pending the authorization for such a New York State guarantee pursuant to constitutional amendment, the 
Port Authority may use for the railroad car program only monies appropriated by the State as aforesaid or rentals 
reoeived from leasing the cars. 


The Port Authority expects to requisition the money appropriated by the State of New York as it is needed 
sod hopes further to encourage a concurrent program, financed from private investment sources, so as to maximize 
the number of railroad cars which can be made available to effectuate New York State’s program of improving 
the service received by the commuting public. It is expected, however, that if and when the State of New York 
adopts the aforesaid constitutional amendment authorizing a guarantee of Port Authority bonds for the purchase 
of nilroad cars as aforesaid, then such bonds would be issued to repay the State’s appropriation and/or to refund 
the aforesaid private financing if this can be done without increasing the cost of the program. After the repayment 
of any such bonds out of revenues received from their rental to commuter railroads, any cars purchased with the 
proceeds must become the property of the State. 


The legislation insulates the finances of the railroad equipment program from the remaining financial structure 
of the Port Authority. The Port Authority cannot cither derive net revenues nor incur net expenses from the 
nilroad car leasing program which may in any way add to or detract from the revenues or reserves pledged to 
Consolidated Bonds or any other outstanding Port Authority bonds. The principal amount of any such railroad 
ar bonds are not to be included in determining the amount of the General Reserve Fund. 


The Narrows Bridge 


Pursuant to an Agreement with the Triborough Bridge and Tunnel Authority, the Port Authority on 
July 51, 1959, issued $30,000,000 of its Consolidated Notes, Series I, Due December 15, 1959, the proceeds of 
which were applied to preliminary construction costs of the Narrows Bridge. On November 1, 1959, the Tri- 
borough exercised an option under said Agreement, accelerating to December 15, 1959 the date upon which 
Triborough would purchase (at cost) the Port Authority’s interest in the facility and assume sole obligation for 
its financing and construction. 


Accordingly, on December 15, 1959, the transfer to Triborough contemplated by the aforesaid Agreement 
was made by the Port Authority, advances made and expenses incurred by the Port Authority were repaid by the 
Triborough and the aforesaid Consolidated Notes, Series I, were retired at their maturity by application of such 
repayments. As of December 31, 1959, the Port Authority retained no obligation to finance any portion of 
the construction cost of the Narrows Bridge. 








The outstanding funded debt of the Authority, as of December 31, 1959, adjusted to include the present 
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Program for Consolidating Debt 


and the issuance, on January 4, 1960, of $35,000,000 Consolidated Notes, Series J, was as follows: 


Designation 


General and Refunding Bonds: 
ES BO, GUN NIU ans cho vcccvenccsetacvecvantess 
CO OTD oan ccccesesodosenccdebeces 


Tenth Series, 134%, due 1985 ... 
Eleventh Series, 144%, due 1986 
Twelfth Series, 114%, due 1960-62 


Fifteenth Series, 144%, due 1960-64 .............. 
Terminal Bonds: 
eS GE Ga. dic aw cs oc cbcccecenes ouhestabesetes 


Ny CED TOU oe cipccccevcccccedccdenmnpeeese 


Third Series, 2.20%, due 1980 .. 


Marine Terminal Bonds 


First Series, 244%, due 1978 .... 
Second Series, 2.20%, due 1980 


Consolidated Bonds: 


First Series, 3%, due 1982 


Second Series, 244%, due 1984 .... 


Third Series, 1.70%, due 1960-64 
Fourth Series, 234%, due 1985 .. 
Fifth Series, 2.90%, due 1983 . 
Sixth Series, 3%, due 1986 


Seventh Series, 3.40%, due 1986 . 


Eighth Series, 3.40%, due 1987 


Ninth Series, (A)%, due 1960-75 . 
Tenth Series, 334%, due 1987 .... 


Eleventh Series, (B)%, due 1960-7: 
Twelfth Series, 334%, due 1988 


8 


Thirteenth Series, (C)%, due 1960-78 . 


Fourteenth Series, 354%, due 1989 


Fifteenth Series, (D)%, due 1960-79 


Sixteenth Series, 444%, due 1989 


Seventeenth Series, (E)%, due 1961-80 


Series J, 2.40%, due 1960 


a 


(A) 6% on 1960-61 maturities, 344% on 1962 maturity, 344% on 1963-75 maturities 


Par-V alue 


$ 15,911,000 
7,359,000 
3,864,000 
10,162,000 
3,270,000 
18,000,000 

$ 58,566,000 


$ 26,400,000 
28,562,000 
10,933,000 

a 65 895,000 


$ 5,453,000 
_ 2,52 3,000 
$ 7,976,000 


$ 28,847,000 
20,000,000 
8,875,000 
30,000,000 
16,000,000 
28,200,000 
24,500,000 
49,000,000 
25,200,000 
30,000,000 
38,000,000 
35,000,000 
23,750,000 
30,000,000 
30,000,000 
25,000,000 
30,000,000 
35,000,000 
$507 372,000 


$6:39,800,000 


[See 


offering 


(B) 6% on 1960-62 maturities, 2.40% on 1963 maturity, 244% on 1964-6 maturities, 244% on 1967-9 maturities, 
3% on 1970-78 maturities 


(C) 6% on 1960-63 maturities, 344% on 1964-66 maturities, 3.40% on 1967-69 maturities, 344% on 1970-77 
maturities and 2}4% on the 1978 maturity 


(D) 6% on 1960-63 maturities, 454% on 1964-5 maturities, 4% on 1966-75 maturities, 4.10% on 1976-79 
maturities. 


(E) To be specified by purchaser 
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By the Consolidated Bond Resolution of 1952 the Authority covenanted that no additional General and Refund- 
‘a9 Air Terminal or Marine Terminal Bonds would be issued. The following chart depicts the proportion of total 
debt represented by Consolidated Bonds at the close of each of the last ten years, as well as the relationship 
between total debt and the amount invested in facilities as shown on the Authority’s books of account. 





lavested ia Facilities vs. Funded Debt 
~ wiivane of aettare- 
(C) vesreo w racnines 


:) Cons, Bonde 


NS Alt Other Ba, f FUNPED cesT 


| 
’ QZ 


1980 wi s2 





The net revenues of al] existing facilities have been pledged by the Consolidated Bond Resolution in support of 
all Consolidated Bonds subject only to the prior liens in favor of the three stated prior issues of bonds. As a result, 
after the above bonds of such issues have been retired at or before maturity by payments from revenues, reserves, 
the proceeds of refunding issues and/or otherwise, Consolidated Bonds of the various series then outstanding will 
be the only outstanding bonds secured by a first lien on the net revenues of the existing facilities of the Authority 
as well as any additional facilities financed or refinanced by Consolidated Bonds. 


It is the present intention of the Authority that Consolidated Bonds will be used as the sole medium of financ- 
ing the balance of its capital requirements (except for any bonds to be issued in connection with New York State’s 
Railroad Car Program, see page 13), a also as the sole medium for any long-term refunding of outstanding bonds 
or of Consolidated Bonds hereafter issue 


Consolidated Bonds 


On October 9, 1952 the Port Authority adopted a “Consolidated Bond Resolution” establishing an issue of 
Consolidated Bonds. A copy of said resolution is attached hereto as Appendix VI. The present offering constitutes 
the Seventeenth Series of Consolidated Bonds. The resolution authorizing the Seventeenth Series and the sale 
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thereof appears as Appendix VII. Said resolutions must be studied for a precise understanding of their tern 
some of which are merely outlined hereunder 


Establishment and Issuance 


Consolidated Bonds are direct and general obligations of the Authority and the full faith and credit of the 
Authority are pledged to the payment of debt service thereon 


Consolidated Bonds may be issued from time to time in such series and installments (in addition to the Present 
offering) as the Authority may determine, but only for purposes for which the Authority is authorized by law 
to issue bonds secured by a pledge of its General Reserve Fund. So long as any bonds of the present offering are 
outstanding, Consolidated bonds may be issued for purposes in connection with additional facilities (in addition 
to those for which it has already issued bonds secured by a pledge of the General Reserve Fund) only if the 
Authority has first certified its opinion that such issuance will not, among other things, materially impair its ability 
to fulfill its undertakings to the holders of Consolidated Bonds ; 


The Authority may not issue any Consolidated Bonds (except bond-anticipation notes due in the year of issue, 
and bonds issued to refund other Consolidated Bonds or bonds of prior issues now outstanding) except under one 
or another of three conditions, each of which requires that certain future debt service is met one and three-tenthy 
(1.3) times by certain revenues. The method of computation of revenues and debt service and of the application 
of the conditions is set forth in Section 3 of the Consolidated Bond Resolution 


Security 


All Consolidated Bonds, including any which may hereafter be issued, are equally and ratably secured bya 
pledge of the net revenues of the following facilities in the manner and to the extent provided in Sections 4 and § 
of the Consolidated Bond Resolution: (a) The Hoboken-Port Authority Piers, the Brooklyn-Port Authority Pier, 
the Port Authority-West 30th Street Heliport, the Erie Basin-Port Authority Piers, and the Elizabeth-Port Authority 













Piers (after construction), (b) the Port Authority's existing six bridges and tunnels, two union motor truck 
terminals, bus terminal, grain terminal, and Inland Terminal No. 1, subject to the pledge heretofore made of such 
revenues in favor of General and Refunding Bonds, (c) the Port Authority's other existing four air terminals, 
subject to the pledge heretofore made of such revenues in favor of Air Terminal Bond 1) Port Newark, subject 
to the pledge heretofore made of such revenues in favor of Marine Terminal Bonds, and (¢) any additional facility 
which may be hereafter financed in whole or in part through the mediur f Consolidated Bonds. So long as any 
Londs of a prior issue remain outstanding which have a first lien on the net revenue f any existing facility, such 
revenues must be applied as provided in the resolution establishing such prior issue. The application of net 
revenues prescribed in each such resolution is for payment of the debt service upon all bonds of such prior issue 
with all remaining balances payable into a special reserve fund established by such resolution for bonds of such 
prior issue except such amounts as may be necessary to maintain the General Reserve Fund in its statutory amount 


All Consolidated Bonds are further secured by a pledge of the moneys in the Consolidated Bond Reserve Fund 
established by Section 7 of the Consolidated Bond Resolution, in the manner and to the extent set forth in said 
section (see also next paragraph), and by a pledge of the General Reserve Fund on an equal footing with other 

; 


obligations of the Authority, in the manner and to the extent provided in Section 6 of the Consolidated Bond 
Resolution. (See also section herein entitled “General Reserve Fund”.) 


Consolidated Bond Reserve Fund 


A special fund is created by Section 7 of the Consolidated Bond Resolution as additional security for al 
Consolidated Bonds. Into this fund is to be paid the balance of all net revenues upon which at the time Consolidated 
Bonds have a first lien, except such amounts as may be required to maintain the General Reserve Fund at its 
statutory amount. Consolidated Bonds now have a first lien upon the net revenues of the Hoboken-Port Authority 


Piers, the Brooklyn-Port Authority Piers, the Port Authority-West 30th Street Heliport, the Ene Basin-Port 
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Authority Piers, the Elizabeth-Port Authority Piers (when constructed) and any additional facility financed by 
Consolidated Bonds and will have a first lien on the net revenues of each other existing facility after the retirement 
of the outstanding bonds of the prior issue used to finance or refinance such facility. 


The moneys in the Consolidated Bond Reserve Fund may be accumulated or applied only to the purposes stated 
in Section 7 of the Consolidated Bond Resolution, which include the payment of debt service and retirement of 
Consolidated Bonds (with certain limitations) and other purposes. The other purposes, so long as any bonds 
of the present offering are outstanding, must, under Section 8 of Appendix VII, be related to bonds secured by a 

of the General Reserve Fund or facilities financed by such bonds, but not necessarily related to Consolidated 
Bonds or facilities the net revenues of which are pledged in support of Consolidated Bonds. 


Amortisation 


The resolution establishing each series of Consolidated Bonds must specify the manner and rate of retirement 
of bonds of that series. 


If the bonds of a series are to be issued for refunding purposes and can not be issued so as to meet one or 
another of the conditions of debt service coverage by net revenues, set forth in Section 3 of the Consolidated Bond 
Resolution, the series resolution must specify the principal amount of bonds thereof to be retired during each year 
of their term commencing not later than the eleventh anniversary of the series. Furthermore, in each such case, the 
schedule of retirement must be so arranged that the annual debt service during the term of retirement shall be level 
on one or another of three bases set forth in Section 8 of the Consolidated Bond Resolution, with ten per cent 
variations permitted between the amounts of debt sc. vice for any two years in the schedule. 


Except for series described in the preceding paragraph, there is no limitation on the Authority’s power to 
arrange retirement of bonds of any series in any manner or amount at or before maturity except in so far as it may 
be necessary to arrange future debt service on bonds of such series in such a manner as to meet one or another of 
the conditions of debt service coverage by net revenues set forth in Section 3 of the Consolidated Bond Resolution 


General Reserve Fund 
Statutory Authorisation and Establishment 


The General Reserve Fund was established pursuant to Chapter 5 of the Laws of New Jersey of 1931 and 
Chapter 48 of the Laws of New York of 1931, which were amended by Chapter 197 of the Laws of New Jersey of 
1945 and Chapter 163 of the Laws of New York of 1945. The resolutions of the Authority set forth in Appendices 
V, VI, and (except for the last section) Appendix VII constitute the entire agreement between the Authority 
and holders of bonds of the present offering with regard to the General Reserve Fund, and such statutes 
and resolutions govern the rights of such holders with regard to the purposes for which moneys in the General 
Reserve Fund may be applied and the limitations upon investment of such moneys. Reference should be made 
to such appendices for the full text of such agreement 


Under the statutes authorizing the General Reserve Fund. in all cases where the Authority has raised or may 
raise moneys to finance or refinance terminal or transportation facilities by the issue and sale of bonds legal for 
investment as limited and defined in the applicable statutes, the surplus revenues, as defined therein, from such 
facilities are required to be pooled by the Authority and applied to the establishment and maintenance of a General 
Reserve Fund in an amount equal to 10% of the par value of all such outstanding bonds legal for investment, 
as 90 defined. All of the outstanding bonds and notes of the Authority and the bonds of the present offering are 
bonds legal for investment within the statutory definition; also all of the Authority's existing facilities have been 
financed by bonds legal for investment within the meaning of the statutes 
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Purposes for Which Fund Is Available 


The statutes permit the General Reserve Fund to be pledged in whole or in part by the Authority or applied by 


it to the repayment with interest of any moneys raised upon any such bonds legal for investment, and permit the 
Authority to apply such moneys in the General Reserve Fund to the fulfillment of any other undertakings assumed 


to or for the benefit of the holders of any such bonds 





Under the aforesaid agreement between the Authority and the holders of bonds of the present Offering, the 
Authority's power to use and invest the moneys in the General Reserve Fund at any time is curtailed within narrowe 
limits than the maximum which the statutes permit (without impairing, however, any pledge heretofore made in 
favor of holders of General and Refunding, Air Terminal and Marine Terminal Bonds). Application of th 
xeneral Reserve Fund is by such agreement restricted to purposes in connection with bonds secured by a pledge 
f the General Reserve Fund, and except to the extent that the combined balances in the General Reserve 
Fund and certain other debt reserve funds of the Authority (including the Special Reserve Fund, Air Terming) 
Reserve Fund and Marine Terminal Reserve Fund established in connection with General and Refunding 
Air Terminal and Marine Terminal Bonds, respectively, as well as the Consolidated Bond Reserve Fund) may at the 
time exceed the next two years’ debt service (computed as set forth in Section 6 of the Consolidated Bond Resoly 
tion) on all bonds then outstanding which are secured by a pledge of the General Reserve Fund, the Authority 
covenants (subject to prior pledges) that General Reserve Fund moneys may not be used for any purpose if g 
the time there are any other moneys of the Authority available for that purpose and may not be used for th 
prepayment of debt service before due, and must be held in the form of cash or in obligations of (or guaranteed by 
the United States. 


Bonds Secured by Pledge of the General Reserve Fund 


At the present time the General Reserve Fund is pledged in support of all outstanding bonds and notes of the 
Authority. In addition, it has been pledged in support of all Consolidated Bonds now or hereafter issued 


In connection with the pledge of the General Reserve Fund made in support of each of its outstanding bonds 
und notes and the bonds of the present offering, the Authority has reserved the right to pledge the General Reserve 
Fund as security for any bonds, notes or other evidences of in lebtedness whatsoever hereafter issued by the 
Authority as security for which it may at the time be authorized by law to pledge the General Reserve Fund ani 
to use the moneys in the General Reserve Fund to fulfill any of its undertakings in connection with bonds, notes 
wr other evidences of indebtedness secured by a pledge of such Fund, except that the Fund may not so long as any 
of the bonds of the present offering are outstanding be pledged in support of bonds, other than Consolidated Bonds 
to be issued in connection with an additional facility (in connection with which the Authority has not previously 
ssued bonds secured by such pledge), unless the Authority has first certified its opinion that such pledge will na, 
among other things, materially impair its ability to fulfill its undertakings to the holders of Consolidated Bonds 


All bonds, notes or other evidences of indebtedness now secured by a pledge of the General Reserve Fund 
re secured on an equa! footing and the Consolidated Bond Resolution provides that no greater rights in or to the 
General Reserve Fund may hereafter be granted to the holders of any such other obligations than are now granted 
to the holders of the bonds issued pursuant to such resolution 


Sources of Payments Into the Fund 


The surplus revenues of all facilities of the Authority now in operation are payable into the General Reserve 
Fund to the extent required by the statutes. The four classes of facilities now in operation from which the 


Authority may derive surplus revenues payable into the General Reserve Fund are 
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A. Those upon the net revenues of which Consolidated Bonds constitute a first lien and charge at the present 
time, which are 
Hoboken-Port Authority Piers 
Brooklyn-Port Authority Piers 
Erie Basin-Port Authority Piers 


Port Authority-West 30th Street Heliport 


B. Those upon the net revenues of which the aforesaid Air Terminal Bonds constitute a first lien and charge 


at the present time, which are 


La Guardia Airport 
Newark Airport 
New York International Airport 


Teterboro Airport 


C. That upon the net revenues of which the aforesaid Marine Terminal Bonds constitute a first lien and 


charge at the present time, wh 


r 


Port Newark 


D. Those upon the net revenues of which the aforesaid General and Refunding Bonds constitute a first lien 


and charge at the present time, which are 


Holland Tunnel 
Lincoln Tunnel 
George Washington Bridge 
Bayonne Bridge 


Goethals Bridge 


ority Inland Terminal No. 1 (Port Authority Bldg.) 


rity Grain Terminal 





New York Union Motor Truck Terminal 
Newark Union Motor Truck Terminal 


Port Authority Bus Terminal 


Size of the Fund 


The statutory amount of the General Reserve Fund, to the establishment and maintenance of which the 
i; + 


lit 








Authority is required to apply the surplus revenues of its facilities financed or refinanced by bon tor invest 
ment, as defined tatutes, 1s 10% of the par value of such bonds currently outstanding. The ry amount 
has varied with the i ance and retirement of the various bonds upon the par value of which it is calculated. As of 
the close of each calendar year the Authority has determined such amount and paid any surplus revenues available 





therefor into the Fund to the extent required to maintain it at its then statutory amount. On occasions wh 


1es were available from more than one of the above four classes of facilities aggregating more than 
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was required to be paid into the Fund, the amounts paid from the surplus revenues of each such class of facilities 


was in proportion to the respective amounts available 


On December 31, 1946 the statutory amount was $18,932,900 and payments into the General Reserve Fund op 





that date brought its balance up to that amount. On each Decer 31 thereafter the Fund was maintained y 
t } 


ts th a e on December 31, 1959 was $5/,480,900 


s 





en statut 





Anticipated Payments from the Fund 





The A 


ther debt reserve 





Rese 


uthority anticipates that certain payments will be made out of the Genera 


ve Fund and its variog 


‘ to the holder f bonds in support of 
und has been or is expected to be pledged. No representation is mad 


ude as to the future 





x 





which the General Reser 


payments to be made from such reserve funds 


aws New Jersey of 1931, the twp 
security for which there may or 
uir the power of the 

Port Authority to establish, levy and collect tolls = mg as any of such bonds remain outstanding and unpaid 





4 
= 


NY, sey 4 it 7 the two 
f any bonds of the Authority issued for air terminal pur- 


be pledged (direct madirectly, or through the medium of 

; c any part thereof, of any air ter r other facility 

eid tunnels. inland and marine terr that the two 
‘ rity ¢ stablish. lev atx] collect t nt 


landing fees 
terr ; r other facilities, so long a h bonds or other 






of Consolidated Bonds to establish charges i 7 “tion with 
a 

For Snetr bores luding all existing Authority facilities) t 

produced therefrom to pro Wde for the deUr seFvice on i 

ents re insufficient to 1 ide for the debt service on Com 


the General Reserve Fund or other available revenues, moneys 
if mnection with tacsities the at is revenues of which are 














payable into the General Reserve r ! ng a ts existing bridge tunne ur, marine and inland 
ter s) to the er ‘ ne irolus re ‘ nay be oroduce therefr st least ifficient to cower debt 
service Consolidated B is f+ : : . 

The bridges of the Authority now in operation have been constructed pursuant to the F« 
1906 in which Congress has required that tolls on bridges constructed thereunder . - 
and has authorized the Secret of War (to whose duties the Secre the Army has succeeded) at any tim 





and from time to time to prescribe the reasonable rates of t& 


The Secretary of War in 1937 and the Secretary.of the Army 1948, 1949 and 19 ive rejected com- 





plaints asking for a reduction of the tolls charged for the use of 
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cil Insurance 
ty presently carries insurance upon all its facilities no ti i lirect ph 
; The Authority c muy ¢ i L I 1 al) us taciiitie now im operation against airect physical } r 
und @ : iamage, in such amounts, with such deductibles, with such exclusions of portions of facilities, and against such 
ined a | rds as it deems appropriate. It also carries gross revenue insurance in amounts deemed adequate upon the 
} Holland Tunnel, Lincoln Tunnel, George Washington Bridge, Outerbridge ‘ rossing, Goethals Bridge and Bayonne 
Bridge against loss of revenue due to physical loss or damage to these facilities arising out of the aforesaid hazards 
and insurance in amounts deemed adequate against loss of revenue due to physical loss or damage araising out of 
specified hazards at all other Port Authority facilities. In addition the Authority carries excess public liability 
insurance in connection with all its facilities in such amounts and against such hazards as it deems appré priate 
Varion 
Port of c 
futur Financial Statements of the Authority 
j The accounts of the Port Authority have been audited annually by an independent firm of auditors. The audit 
for the year ended December 31, 1959, which is now in progress, is being made by Price Waterhouse & Co. but 
has not been completed to date. A report by the Comptroller of the Authority is annexed as A ppend Il 
A table entitled “Statement of Net Revenues, Reserves and A unts Invested in Facilities f the n Yea 
1950 to 1959” annexed heret \ppendix | zes 1} sa expense f the Autt ring 
Ne two years 
ay of nert hich ¢ : f ‘ ' ; 
of the As hereinbefore indicated, the purposes to which the revenues of the Authority can be applied are xited and 
1 restricted by statute and by resolutions 
} 
ie two . ° 
par Future Debt Service on Outstanding Bonds 
am of , ‘ ; ; 
acilip Appendix ll hedule of Annual Debt Service Payments 1960-1989 on Outstanding B« as of Dec c 
. fas 31, 1959”, has been prepared on the basis of certain tions there su n that there 
fees | will be no acceleration in debt retirement. N ns whatsoever are le that { the as 5 
other made in Appendix II will be realized 
j 
with Tax Exemption 
> to 
n al } In the opinior { General Counsel and Bond Counsel, the bor f the } t Authority and the interest thereon 
Con are exempt under the Constitution of the United States, as now in force, from any and all taxation (except estate 
mays inheritance and gift taxes) now or hereafter imposed by the te { America unless the States of New York 
1 are and New Jersey consent to such taxation: fr taxatior posed the existing statutes of the United States 
land except estate inheritance and gift taxes) ; and ler the Compact of 1921 and supplemental legislation, from any 
and all taxation (except estate, inheritance and gift taxe now or hereafter assessed by either State. or by any cit 
county or other political subdivision thereof 
t of 
just Statutes and Resolutions 
time 
The more nortan? ataintes & nes t, 5 ght , f ga no feel 
are listed in Appendix I' and prospective fr ‘ t tr he Irpose f gt t eT 
/- made herein { detert ning whether any at ts | e beet : of gaming , ¢ 
accurate understanding of the rights of holders of bligat 
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Miscellaneous 


Ihe agreements of the Authority with the holders of the bonds being ire { et 


h im the 


resolutions relating thereto (Appendices VI_and VII); and neither the c advertisement nor this Off 
Cla, 


Statement is to be construed as a contract with the purchasers of the bon eing | ently offered 





>o far as any statements are made invoiving matters of opimon pressiy so stated, they are 


ntended merely as such and not as representations of fact o far as information given relates to past earnings 
the figures have been taken from the books of the Authority. So far as estimates of future revenues or expenditures 
ire given, they merely constitute present estimates which may or may not be actually realized; so far as statements 
ire made regarding future construction, development or other plans, they merely constitute statements of Present 
expectations which may or may not be actually fulfilled. All statement y ‘ atte { leg pinion represent 
the opinion of Sidney Goldstein, General Counsel, and Messrs. Wood, King, Dawson & Logan, Bond Counsel for the 
\uthority 
In summarizing the respective rights of the Authority and the | ers t tsta g gatior nly the 
ore important have been indicated. For a complete and detailed understand reference f t be ude to th 
State and Federal legislation relating to the Authority, and to the various resolutions adopted by it 


The Port of New York Authority 


S. Sloan Colt 
Chairman 


Dated: New York, February 2, 196 
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B 
APPENDIX Il 
f 
' 
' 
, 
To Investors and Investment Dealers 
2 : The accompanying statements of Revenues and Reserves and of Financial 
a Position and supporting exhibits have been prepared from the records and accounts 
Zé of The Port of New York Authority. These financial records and accounts have 
= | been maintained in conformance with provisions of related statutes and agreements 
ef and pursuant to resolutions adopted by the Commissioners. 
gS ! The accounts have further been maintained in conformity with accounting 
ty! principles set forth in Note A in Notes to Financial Statements applied on a basis 
£3 consistent with that of the preceding year. The figures shown in the statements 
#! are unaudited. An audit now in progress by Price Waterhouse & Co. has not yet 
236 been completed. 
Ht 
inf 
ier C. M. Wanserc 
tf Comptroller 
oe 
“? 
| 
ii! 
“3 
$32 
if 
$ 
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at 
zt 
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Gross Operatinc Revenves 
Orgratinc EXrPEenses 


FINANCIAL INCOME 


Interest on funded debt 


Ner Increase 1x Reserves 
Reserve Balances—Beginning of Year ..... 
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THE PORT OF NEW YORK AUTHORITY 


REVENUES AND RESERVES 


Fee I TES oo cdi cvccsccscsvevecvanvescecccssenccoes 


Income on investments—met ........ecccccccceeseveceeees 
Security waluation adjustment 2... ccccccccccccccsccseccceccccccces 


Serial maturities and sinking fund requirements .............5.6-0+0+55 ‘ 
EE CIID vc cccucncperesccascscvccesesees 
Bee GID BUR 0.0 00 00.0.0's ond tins conee ccedaceoscesescocese 


I EO UD oo cco cccececas 


Reserve Balances—End of Year ........ccccccsscccccscccces 


See Notes to Financial Statements 





Yew Ended Decomber ii 





Da 


$93,183 


42,513 


50,669 


2,677 
(3,913) 
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THE PORT OF NEW YORK AUTHORITY 


FINANCIAL POSITION 








DECEMBER 31 

a 

1958 

— 199 1958 

Capital Reserve O peratung ” Combined Combined 

3,183 Frmds ’ : Funds _ Ms Funds Total T otal 

ASSETS 

2513 —_—_— (In Thousands) 

0,669 jyvese 1M FACILITIES .. 2... 2.66606. 6 0 sees $ 920,249 ¢ $ $ 920,249 $816,700 
(UE cnn cseer ere ccseeerenneees Sars ; 5,865 718 683 7 266 12,829 
IyvesrmENT IN Securities (Exhibit E) 88,785 71,139 10,339 170,263 142,023 
IS diate congas xeehenmnghiins «ss 2,735 11,961 14,696 13,807 

J —— ee 

- Torat AsseTs ‘ $1,017,635 $71,857 $22,983 $1,112,476 $985,361 

3,913) =—-= = a ee acme 

Au 

159 | LIABILITIES 

Ass foxven Dear (Exhibit D) $ 574,809 $ $ $ 574,809 $507,999 

000 Dest Retixep Turovucn Income (Exhibit C) $27,346 427 346 381,427 

7% Resmaves (Exhibit B) 1,857 71,857 64,682 

a) Accounts PaYaBLe AND Orner Lrasicirtes 15,479 15,590 31,069 24,287 

Es Provision ror SELy-INSURANCE 3,306 3,306 2,748 

ty Derexnzy Crxpits ro Income 4,087 4,087 4,217 

837 Torac LiasiLirizs $1,017,635 $71,857 $22,983 $1,112,476 $985,361 

682 - 

—=— 


See Notes to Financial Statements 
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THE PORT OF NEW YORK AUTHORITY 


NOTES TO FINANCIAL STATEMENTS 


December 31, 1959 


The Port of New York Authority, created in 1921 by compact between the States of New York and New Jersey 
with the consent of Congress, has no stockholders or equity holders; all revenues or other cash received mug be 
disbursed for specific purposes in accordance with provisions of various statutes and agreements with holders of ity 


bonds and others 


Notre A—ACCOUNTING PRINCIPLES 


1. Accounts of the Authority are maintained in accordance with (1) generally accepted accounting prin- 


ciples and (2) because they are appropriate for the Authority, the principles set forth in this Note. 


N 


Deductions are made from revenues and reserves equal to payments to sinking funds and other Principal 
payments on debt. These deductions are credited at par to the account “debt retired through income” 


and constitute the effective recovery of facility costs. Therefore, no separate deductions for depreciation 
are required 


3. The amount “invested in facilities” consists primarily of expenditures to acquire, construct, place ip 
operation and improve the facilities of the Port Authority and includes net discount and expense ip 
curred in connection with bonds and notes issued for construction purposes as well as net interest e. 


pense during the period of construction 


4. The statement of combined total revenues and reserves is presented for general information purposes 


only and the amounts stated do not represent revenues applicable to any particular type of bonds 


Debt service on each type of bonds is secured, first, by revenues of certain facilities as set forth im the 


various bond resolutions and secondly, by the General Reserve Fund. The amount and disposition of 
revenues applicable to each type of bonds is set forth in Exhibit A and the amount and disposition of 


revenues applicable to the reserve funds is shown in Exhibit B 


w 


The long-term and short-term securities are stated at the lower of their respective aggregate amortized 


cost or market values 


Note B—Com MITMENTS 


At December 31, 1959, the Authority was mitted under j ntracts to the completion over th 
xt two or t ¢ years of approximately $145,000,000 of st Cas! 1 s« t the capit 
funds at that date ere pr 1 f ‘ tment | 2 ’ to the fores y lanuary 19) 


No 
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NOTES TO FINANCIAL STATEMENTS—Continued 


December 31, 1959 


Nore C—GENERAL : 


The New York Air Terminals and the Newark Air and Marine Terminals are leased from the Cities 
of New York and Newark, respectively. In each case, these leases expire (a) upon the payment by the 
Authority of all of its funded debt issued in connection with such air and marine terminals or (b) in 
the years 1997 (New York) and 1998 (Newark), whichever occurs sooner. 


The Hoboken-Port Authority piers are leased from the City of Hoboken. This lease will expire in the 
year 2002, unless a fifty year extension is executed on or before that date. 


As an enlargement of the Brooklyn-Port Authority Piers, a parcel of waterfront property located at 
the foot of Atlantic Avenue, Brooklyn, expected to accommodate a single pier, was leased from the 
City of New York for a term of 50 years expiring in the year 2009. 


Nore D—Funpep Dest: 


On January 4, 1960, the Authority sold $35,000,000 Consolidated Notes, Series J, 2.40 per cent. 
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Gaoss Ormrzatinc Revewvuzs ..... 


Orrratinc Expenses 


THE PORT OF NEW YORK AUTHORITY 
OPERATING FUNDS REVENUES 
Year Ended December 31, 1959 


Related to 
General 
ond Aw 
Refunding Terminal = Terminal 
Bonds Bonds Bonds 


PORT OF NEW YORK AUTHORITY 





$30,938 $14,732 $2.9 


See Notes to Financial Statements 


Net Operating Revenues 3%6A23 16,743 3,404 
Fimawcia, Iwoume: 
Income on investments—net 717 205 55 
Security valuation adjustment (284) 74) (20) 
BS 16,874 4439 
Desr Szavicz: 
Interest on funded debt ........ iainewwmebwanetne 1,028 1,756 199 
Serial maturities and sinking fund requirements 4.889 38 wy 
Short-term note maturities 
5,917 2,142 509 
Trawsrexs ro amp (raom) Resenves 30,938 14,732 2.929 
= 3 
Amatrsts op Teawsrens : 
From General Reserve—to cover net deficit neaniien - — — 
To General Reserve—to bring to 10% of funded debt. 20.949 14,261 2,836 
To special reserves ........ 988 470 93 
29 





Combined 
Total 


$ 105,402 
45,605 


& 
+ 
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THE PORT OF NEW YORK AUTHORITY 
ANALYSIS OF RESERVE FUNDS 


Year Ended December 31, 1959 


fiw 
General pecial Terminal 
Reserve Reserve Reserve 
Fund Fund Fund 
In Thousands) 
Balance—January 1, 1959 $50,799 $10,573 $2,642 
Income on investments—net 2.044 42 » 
Security valuation adjustment (2.832 627 131 
0311 10,472 617 
Appropriations for 
Debt retirement acceleration——payments to sinking funds ¥2 
03 » 546 2617 
Transfers (to) and from Operating Funds 
Deficit related to Consolidated Bonds 39.878 
Revenues related to 
General and Refunding Bonds 9 949 IRR 
Air Terminal Bonds 14,261 470 
Marine Terminal! Bonds 22% 

Net Transfers 7,168 Qas 471 
Balance—December 31, 1959 $57 480 $10,535 $3,087 
Represented by 
Casa $ 574 $ 105 $ x 
InvestTwENT In Secuerri Exhibit I 56,906 10,430 


See Notes to Financial Statements 
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Reserve 
Fund 


$666 
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Exhibit B 


Combed 
Total 


0,938 
14,732 
2929 
8,722 


$71,857 


$ 718 
71,19 
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THE PORT OF NEW YORK AUTHORITY 
DEBT RETIRED THROUGH INCOME 


Year Ended December 31, 1959 


December 
31,199 
. (Ia 
Dest Retirep THroucHn INcom: ‘Thousands 
Balance at January 1, 1959 SiA4 


Net Revenues and Reserves applied to retirement of debt 





General and Refunding Bonds: Eighth Series $37 
Ninth Series 320 
Tenth Series 257 
Eleventh Series 523 
Twelfth Series 1,090 
Fifteenth Series 5K 
Air Terminal Bonds, Third Series 431 
Marine Terminal Bonds: First Series ? 
Second Series 99 
Consolidated Bonds: First Series 321 
Third Series 3625 
sixth Senes 
< r “ee le + 
gr € € er 
eTies 1 SOx 
h Seri 200K 
Thirteent! | 
( € 1 + Oe 
Total .. $4049 


CONTRIBUTED BY FEDERAL AND State AGENCIES IN AID OF CONSTRUCTION 


Jalance at January 1, 1959 22 
Amounts received under Federal Airport Act . 2.852 
Amounts received under Federal Highway Act 877 
Total DA 


APPROPRIATED RESERVES INVESTED IN Facilities 


Balance at January 1 and December 31, 1959 eas 
“42% } 
Lzss 
Cost or REFUNDING AND ConsouipaTine Dest 
alance at January 1 and December 31, 1959 SA 
Total 2) 


See Notes to Financial Statements 
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See Notes to Financial Statement 


Exhibit D 
chibit ¢ THE PORT OF NEW YORK AUTHORITY 
FUNDED DEBT 
Year Ended December 31, 1959 
December 
January 1, 1959 Issued Retired 31,1959 
GENERAL AND REFUNDING Bonps (In Thousands) 
aie Eighth Series, 2% due 1974 ...... $ 16,448 Ga $ 537 $ 15,911 
1959 Ninth Series, 1%% due 1985 ...... 7,679 _ 320 7,359 
— Tenth Series, 14% due 1985 ...... 4,121 —_— 257 3,864 
hourandy Eleventh Series, 154% due 1986 ...... 10,685 523 10,162 
Twelfth Series, 114% due 1959-1962... 4,360 1,090 3,270 
Fifteenth Series, 144% due 1959-1964 21,600 > 3,600 18,000 
64,893 ~ 6,327 ~~ 58,566 
Am Terurnal Bonps 
First Series, 3% due 1978 ...... 26,400 ~— - 26,400 
Second Series, 2%4% due 1979 ...... 28,562 a aie 28.562 
Third Series, 2.20% due 1980 ...... 11,364 431 10,933 
66,326 a 431 65,895 
Manne Terminal Bonps — “ 
First Series, 2%4% due 1978 ..... 5,690 — 237 5,453 
Second Series, 2.20% due 1980 ...... 2,622 — 99 2,523 
8,312 — 336 7,976 
ComsotipaTeD Bonps 
First Series, 3% due 1982 ..... 29,168 . 321 28,847 
Second Series, 244% due 1984 ...... 20.000 os 20.000 
Third Series, 1.70% due 1959-1964 12,500 3,625 8,875 
Fourth Series, 2)4% due 1985 ..... 30,000 30.000 
Fifth Series, 2.90% due 1983 ..... 16.000 = 16,000 
Sixth Series, 3% due 1986 .... 28,800 = 600 28,200 
Seventh Series, 3.40% due 1986 ..... 25,000 500 24,500 
Eighth Series, 3.40% due 1987 ...... 50.000 1,000 49,000 
Ninth Series, 6% due 1959-1961 5.400 1,800 3,600 
3%% due 1962 ...... 1,800 = 1,800 
3%% due 1963-1975.. 19,800 19,200 
Tenth Series, 34% due 1987 ...... 30.000 és 30,000 
$406,915 Eleventh Series, 6% due 1959-1962 8.000 2,000 6,000 
aca 2.40% due 1963 .... 2,000 - _ 2,000 
2.50% due 1964-1966 6,000 oe 6,000 
2.75% due 1967-1969 6.000 = 6,000 
3% due 1970-1978. . 18,000 _ - 18,000 
Twelfth Series, 334% due 1988 .... 35,000 nt 35.000 
Thirteenth Series, 6% due 1959-1963. 6,250 om 1,250 5,000 
3%% due 1964-1966. 3,750 ~ 3,750 
‘itt 3.40% due 1967-1969. 3,750 _ 3,750 
op 3%% due 1970-1977... 10,000 _ 10,000 
2%% due 1978 . 1,250 — 1,250 
Fourteenth Series, 344% due 1989 .... — 30,000 — 30,000 
8M Fifteenth Series, 6% due 1960-1963. -- 2,500 2,500 
. 4% % due 1964-1965.. — 3,000 = 3,000 
420% 4% due 1966-1975. - 17,500 — 17,500 
- 4.10% due 1976-1979. _ 7,000 — 7,000 
Sixteenth Series, 444% due 1989 —~ 25,000 om 25,000 
368,468 85,000 11,096 442,372 
Cowsotmpatep Notes 
15,63 Series H, 1.92% due December 17, 1959... 30,000 30,000 am 
a Series I, 2.16% due December 15, 1959 - 30,000 30,000 —_ 
took "SOB ACB ~ 145,000 71,06 HE 372 
Toran Funpep Dest ............. $507,999 $145,000 $ 78,190 $574,800 











INVESTMENT IN SECURITIES 





December 31, 1959 


Snort Term 

U. S. Treasury Certificates of Indebtedness 
334% due February 15, 1960 
434% due November 15, 1960 

U. S. Treasury Notes 
344% due May 15, 1960 

U. S. Treasury Bills 
Due March 22, 1960 





Due June 22, 1960 
Due July 15, 1960 
Due tober 17, 196 


Adjustment of valuation of securities at December 31, 1959 


onc Term 
U. S. Treasury Notes 


4 \ 








34 x N 
4% May 15 
+5 due Nover 





44% due Ma 


U. S. Treasury Bonds 
2% % due November 15, 1961 
2%% due August 15, 1% 


3% due February 15, 1%4 











2% 970-65 
74 
The Port of New York Author « 
Air Terminal 
Ist Series due June 1978 
2nd Se e due ( er | ) 
ir % due Decembe - 
Marine ° 
Ist Series, 244% due November 78 
2nd Series, 22% due December 19a 
msolidated 
ist Series, 3% due November 1, 1982 
6th Series, 3% due Ma 6 
7th Series, 3.4% due September 1. 1986 
8th Series, 3.4% due Febr 1987 


Adjustment of valuation of securities at December 
tal Long Term 
Accrued Interest Receivable 


Tora, Iwvestment tw Secunrries 


See Notes to Financial 


Statements 
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THE PORT OF NEW YORK AUTHORITY 


Principal 
Amount 


$29,000 
2 000 


31,000 


14,300 
6 000 
) 
mo 


11,000 


100 


wy) 
A) 


00 
iO 


» 
600 


New 


(In Tt 


Vuoted 
M ar ket 
Value 


$28,9 


vusands ) 


81 


1,995 


50,806 


14,1 


6 


5 861 


676 


9,5 


$04 


Nn 


RR 


Amortized 


Con 


$ Bm 
2,000 
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PERTINENT STATUTES AND AUTHORITY RESOLUTIONS 

(a) Statutes 

Chapter 154 of the Laws of New York of 1921, as amended by Chapter 419 of the Laws of New York of 1930 
(McK. Unconsol. §§ 6401-6423), and Chapter 151 of the Laws of New Jersey of 1921, as amended by Chapter 244 
of the Laws of New Jersey of 1930 (R. 5. N. J. 32:1-1 to 24), containing the Compact between the two States 
creating the Port Authority and Public Resolution No. 17, 67th Congress, First Session (42 Stat. 174), consenting 

0. 
a 9 of the Laws of New Jersey of 1922 (R. S. N. J. 32:1-25 to 35), and Chapter 43 of the Laws of 
New York of 1922 (McK. Unconsol. §§ 6451-6461), adopting a Comprehensive Plan for the development of the 
Port District, and Public Resolution No. 66, 67th Congress, Second Session (42 Stat. 822), consenting thereto 

R. S. N. J. 32:2-24, Chapter 486 of the Laws of New York of 1928 and Chapter 46 of the Laws of New York 
of 1931, as amended by Chapter 635 of the Laws of New York of 1951 (McK. Unconsol. § 312), making certain 
inland and marine terminal bonds legal for investment* and eligible for deposit as security with certain public 
officers and agencies 

Chapter 4 of the Laws of New Jersey of 1931 (R. S. N. J. 32:1 - 118 to 140), and Chapter 47 of the Laws of 
New York of 1931 (McK. Unconsol, §§ 6471-6494-b), relating to the construction, operation and financing of 
interstate vehicular bridges and tunnels, as amended by Chapter 11 of the Laws of New Jersey of 1954, and Chapter 
180 of the Laws of New York of 1954, relating to the third tube of the Lincoln Tunnel, as further amended by 
Chapter 156 of the Laws of New Jersey of 1956, and Chapter 807 of the Laws of New York of 1955 relating to the 
second deck of the George Washington Bridge 

Chapter 5 of the Laws of New Jersey of 1931, as amended by Chapter 197 of the Laws of New Jersey of 1945 
(R.S.N. J. 32:1 - 141 to 143), and Chapter 48 of the Laws of New York of 1931, as amended by Chapter 163 of 
the Laws of New York of 1945 (McK. Unconsol. §§ 6681-6682), relating to the use of Port Authority revenues 

Sections 98, 105 and 106 of the New York State Finance Law, relating to the investment of state funds in 
bonds of The Port of New York Authority, and authorizing Port Authority bonds as security for deposit of 


s by state officers and by certa thers 

Chapter 24 of the Laws of New York of 1937, as amended by Chapter 141 of the Laws of New York of 1953 
(McK. Unconsol. § 313), and R. S. N. J. 32:24.1, making General and Refunding Bonds and Consolidated Bonds 
legal for investment® and eligible for deposit as security with certain public officers and agencies. 

Chapter 410 of the Laws of New York of 1944, as amended by Chapter 432 of the Laws of New York of 1949, 
relating to the Port Authority Grain Terminal 

Chapter 163 of the Laws of New York of 1945 (McK. Unconsol. §§ 6686-6687), relating to motor truck 
terminals and making motor truck terminal bonds legal for investment® and eligible for deposit as security with 
certain public officers and agencies 

Chapter 197 of the Laws of New Jersey of 1945 (R. S. N. J. 32:1- 141.1 to 141.3), relating to motor truck 
terminals and making motor truck terminal bonds and grain terminal bonds legal for investment® and eligible for 

as security with certain public officers and agencies 

Chapter 95 of the Laws of New Jersey of 1946 (R. S. N. J. 32:2-23.1 to 23.5), and Chapter 443 of the Laws 
of New York of 1946 (McK. Unconsol §§ 6631-6636), relating to the financing and effectuation of a motor bus 
terminal. 

Chapter 43 of the Laws of New Jersey of 1947 as amended by Chapter 214 of the Laws of New Jersey of 
1948 (N. J. S. A. 32:1-35.1 to 35.17) and Chapter 802 of the Laws of New York of 1947 as amended by Chapter 
785 of the Laws of New York of 1948 (McK. Unconsol. §§ 6601-6617), relating to the financing and effectuation 
of air terminals 

Chapter 44 of the Laws of New Jersey of 1947 as amended by Chapter 212 of the Laws of New Jersey of 
1948 (N. J. S. A. 32:1-35.28 to 35.36) and Chapter 631 of the Laws of New York of 1947 as amended by Chapter 
784 of the Laws of New York of 1948 (McK. Unconsol. §§ 6581-6586), relating to marine terminals 

Chapter 45 of the Laws of New Jersey of 1947, as amended by Chapter 169 of the Laws of New Jersey of 
1953, and Chapter 632 of the Laws of New York of 1947, as amended by Chapter 140 of the Laws of New York 
of 1953, confirming negotiability of obligations of the Port Authority convertible for General and Refunding Bonds 
or for Consolidated Bonds 

Chapter 301 of the Laws of New York of 1950 (McK. Unconsol. $§ 6688-6699), and Chapter 204 of the 
Laws of New Jersey of 1951 (R. S. N. J. 32:1-157 to 168), relating to suits against the Port Authority 

Chapter 51 of the Laws of New Jersey of 1955, and Chapter 810 of the Laws of New York of 1955, relating t 
the construction of a peripheral automobile parking lot 

Chapters 806 and 809 of the Laws of New York of 1955, relating to the Narrows Bridge and to certain connect 
ing highways in the Port District 

Chapter 12 of the Laws of New Jersey of 1956, and Chapter 808 of the Laws of New York of 1955, relating 
to the Narrows Bridge 

Chapter 16 of the Laws of New Jersey of 1956 and Chapter 444 of the Laws of New York of 1956 authorizing 
the Port Authority to contribute to the cost of certain extensions to the New Jersey Turnpike 

Section 294 of the New York Banking Law, relating to investment by industrial banks in Port Authority bonds 

Chapter 638 of t! sof New f 1959 and Chapter 25 of the Laws of New Jersey of 1959 relating to 
the purchase by the Port Authority of commuter railroad cars 

Chapter 639 of the Laws of New York of 1959 relating to the appropriation by the State of New York of funds 
tor the purchase by the Port Authority of commuter railroad cars 

A. Int. 4404, A. Pr 5078, concurrent resolution proposing an amendment to the Constitution of the State of 
New York permitting a State guaranty of special Port Authority bonds for commuter railroad car purchase 


* Le, securities in which public officers, banks, insurance companies, trustees and other fiduciaries may legally invest funds 
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RESOLUTION ESTABLISHING GENERAL RESERVE FUND 
(Adopted March 9, 1931, as amended May 5, 1932) 


WHEREAS, by Chapter 48 of the Laws of New York of 1931 and Chapter 5 of the Laws of New Jersey 
of 1931, The Port of New York Authority is directed to pool all surplus revenues, as defined in said statutes, 
received by it from certain terminal and/or transportation facilities, and to apply such surplus revenues to the 
establishment and maintenance of a general reserve fund in an amount equal to one-tenth (1/10th) of the par value 
of all outstanding bonds of the Port Authority legal for investment, as defined and limited in said statutes, and 


WHEREAS, by the aforesaid statutes, The Port of New York Authority is authorized to pledge the moneys 
in said general reserve fund as security for the repayment with interest of any moneys heretofore or hereafter 
raised by it upon its bonds, legal for investment, as defined and limited in said statutes, and to apply said moneys 
to the fulfillment of any other undertakings heretofore or hereafter assumed to or for the benefit of the holders of any 


such bonds. 
NOW, THEREFORE, after due consideration had, it is 


RESOLVED, that the General Manager be and he hereby is authorized and directed to establish and main- 
tain the general reserve fund prescribed by Chapter 48 of the Laws of New York of 1931 and Chapter 5 of the Laws 
of New Jersey of 1931, and to do so as promptly as may be practicable, and it is further 


RESOLVED, that The Port of New York Authority hereby irrevocably pledges the said general reserve 
fund and all moneys which may be or become part thereof as security for the repayment with interest of moneys 
heretofore or hereafter raised by it upon bonds, legal for investment as defined and limited in said statutes, and 
as security for the fulfillment of any other undertakings heretofore or hereafter assumed by it to or for the benefit 
of the holders of such bonds, and it is further 


RESOLVED, that the aforesaid pledge of the said general reserve fund and the moneys therein is made and 
shall be deemed to be made by The Port of New York Authority to induce investors and others to purchase its 
bonds, whether such bonds have heretofore been issued or shall be hereafter issued, and whether such bonds be 
purchased from The Port of New York Authority or from prior purchasers thereof, and it is further 


RESOLVED, that the aforesaid pledge is made and shall be deemed to be subject to the right, which The 
Port of New York Authority hereby reserves to itself, to use the said general reserve fund or any part thereof, 
at any time, in its sole discretion 


the aforesaid bonds, or any of said bonds, including its obligations to pay interest and principal when due, and to 





, to meet, pay or otherwise fulfill any of its obligations under or in connection with 


make payments into sinking funds, and it is further 


RESOLVED, that the said pledge is made and shall be deemed to be subject to the right, which The Port of 
New York Authority hereby reserves to itself, to pledge the said general reserve fund or any part thereof in its 
sole discretion, as security for the fulfillment of any obligations heretofore or hereafter assumed by it under or in 
connection with any other of its bonds whatsoever, by which is meant bonds other than those described, specified 
or mentioned in said Chapter 48 of the Laws of New York of 1931 and said Chapter 5 of the Laws of New 
Jersey of 1931 and to apply the said general reserve fund or any part thereof to the fulfillment of such obligations, 
the intent thereof being to reserve the right to use the said general reserve fund to support such other and additional 
bonds or types of bonds as the States of New York and New Jersey may hereafter determine or authorize, provided 
that the right hereby reserved to pledge the said general reserve fund as security for such other bonds, not described, 
specified or mentioned in said statutes, and to apply the moneys therein to the fulfillment of obligations under or in 
connection with such bonds shall be exercised only if and to the extent that the said two States may hereafter author- 
ize its exercise, and provided, further, that no greater rights in or to the said general reserve fund shall be granted to 
or conferred upon the holders of any other bonds of The Port of New York Authority than are hereby or are here- 
ater granted to or conferred upon holders of the bonds in support of which said general reserve fund is hereby 
pledged, and it is further 











1690 PORT OF NEW YORK AUTHORITY 


RESOLVED, that until otherwise directed by The Port of New York Authority, the moneys in said Genera) 
Reserve Fund shall be invested in such bonds, securities or other obligations of the States of New York and New 
Jersey, of New York and New Jersey municipalities, of the United States of America, and of The Port of Ney 
York Authority, as may be approved for investment by the Port Authority or a majority of the members of i, 
Committee on Finance. 


(NOTE: By resolution adopted September 22, 1932, it was provided that the resolution establishing the 
General Reserve Fund should be ineffective and inapplicable with respect to bonds or other obligations thereafter 
authorized or issued, unless thereafter especially made applicable to such new bonds or other obligations. As stated 
in the annexed Official Statement, the General Reserve Fund Resolution has since been made applicable to ai 
Consolidated Bonds and to certain other Port Authority obligations.) 
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CONSOLIDATED BOND RESOLUTION 
(Adopted October 9, 1952) 


WHEREAS, by Chapter 48 of the Laws of New York of 1931, as amended and Chapter 5 of the Laws of 

New Jersey of 1931, as amended, The Port of New York Authority (hereinafter called the Authority) has been 

ized and empowered to establish and maintain a certain General Reserve Fund, and to pledge said fund as 
geurity for certain of its bonds or other securities or obligations, and 


WHEREAS, there are now outstanding several issues of bonds of the Authority, which although secured by 
said General Reserve Fund, nevertheless differ as to form, security, terms and conditions, and 


WHEREAS, the Authority has determined to authorize and establish an issue of Consolidated Bonds, and 
to use such Bonds (and the proceeds derived from the sale thereof) from time to time for the purpose of refunding 
bonds heretofore or hereafter issued and to serve as a unified medium for financing for any and all purposes for 
which the Authority is or shall be authorized to issue bonds secured by a pledge of the General Reserve Fund, to 
the exclusion of bonds of prior issues, 


NOW, THEREFORE, after due consideration had, be it resolved by The Port of New York Authority: 


SECTION 1. Interpretation. 


As used in this resolution, the following words and phrases shall have the meanings hereinafter set forth unless 
the context shall clearly indicate that another meaning is intended : 


The term “additional facilities” shall mean facilities other than the Holland Tunnel, the Lincoln Tunnel, the 
George Washington Bridge, the Bayonne Bridge, the Goethals Bridge, the Outerbridge Crossing, Port Authority 
Inland Terminal No. 1 (also known as the Port Authority Building), the New York Union Motor Truck 
Terminal, the Newark Union Motor Truck Terminal, the Port Authority Bus Terminal, La Guardia Airport, 
New York International Airport, Newark Airport, Teterboro Airport, the Port Authority Grain Terminal, Port 
Newark and the Hoboken-Port Authority Piers 


The term “bond” shall include a bond, a note and any other evidence of indebtedness. 


The terms “bonds of prior issues” and “prior issues of bonds” shall mean General and Refunding Bonds issued 
parsuant to the Authority's Basic Resolution adopted March 18, 1935, as amended; Air Terminal Bonds issued 
porsuant to its Air Terminal Bond Resolution adopted June 18, 1948 Marine Terminal Bonds issued pursuant to 
its Marine Terminal Bond Resolution adopted November 23, 1948; General Reserve Fund Notes, Series X, issued 

to its resolution adopted November 8, 1951; General Reserve Fund Notes issued pursuant to its resolution 
adopted October 9, 1952; and Marine Terminal Notes issued pursuant to its resolution adopted August 14, 1952. 


The term “Consolidated Bond Resolution” shall mean this resolution. 
The term “Consolidated Bonds” shall mean bonds of the issue established by this resolution. 


The term “debt reserve funds” shall mean the Consolidated Bond Reserve Fund established by Section 7 of 
this resolution, the General Reserve Fund and all other funds which the Authority is obligated to establish or 
maintain as security for or for the benefit of any of its bonds secured by a pledge of the General Reserve Fund, the 
moneys in which are available for the payment of debt service upon such bonds. 


The term “debt service,” as used with reference to bonds, shall mean the interest payable thereon and the 
amounts which the Authority is obligated by agreements with the holders of such bonds to pay or set aside for the 
amortization and/or retirement thereof 


The term “‘facility” shall mean one or more improvements, structures, projects, works, buildings or properties 
owned, leased or operated, or to be owned, leased or operated by the Authority, including such appliances, appurte 
nances and equipment as the Authority may deem necessary or desirable for the proper operation or maintenance 
thereof, except that the Holland Tunnel, the Lincoln Tunnel, the George Washington Bridge, the Bayonne Bridge, 
the Goethals Bridge, the Outerbridge Crossing, Port Authority Inland Terminal No. 1 (the Port Authority Build- 
ing), the New York Union Motor Truck Terminal, the Newark Union Motor Truck Terminal, the Port Authority 
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Bus Terminal, La Guardia Airport, New York International Airport, Newark Airport, Teterboro Airport, the Port 


Authority Grain Terminal, Port Newark and the Hoboken-Port Authority Piers shall each be deemed to bea 
separate facility. 


The term “General Reserve Fund” shall mean the General Reserve Fund of the Authority authorized 
Chapter 5 of the Laws of New Jersey of 1931 and Chapter 48 of the Laws of New York of 1931, as amended 
and said statutes are hereinafter called the “General Reserve Fund Statutes.” . 


The term “income from sources other than operation” shall include but not be limited to interest on investment, 
capital gains and any moneys collected by the Authority (or paid by others to meet its expenses, including dey 
service on its bonds, or to reimburse it for its payment of such expenses) pursuant to rights created or vested 
the Authority by contract and/or statute. 


The term “net operating revenues,” as used with reference to any facility or group of facilities, shall mean the 
amount remaining after deducting the following amounts from the gross operating revenues thereof: 


i. All expenses incurred for the operation, maintenance, repair and administration thereof (including 
renewals and replacements of and expenditures for equipment, and minor capital expenditures deemed nec. 
essary by the Authority for the proper and economical operation or maintenance thereof, and an appropriate 
allowance for depreciation of ancillary equipment, and debt service upon underlying mortgage bonds, and 
payments into reserves for operating or maintenance contingencies, all as computed in accordance with sound 
accounting practice), and 


ii. In the case of a facility under operation by the Authority, a proper proportion of the general expenses 
of the Authority ; 


without allowance for depreciation other than of ancillary equipment, and without including any income from 
sources other than operation; provided, however, that in computing the aggregate amount of the aforesaid expenses 
for the purpose of this definition, there shall be excluded the amount of any such expenses which are paid (or 
reimbursed to the Authority) out of income from sources other than operation in case such income is not included 
in the net revenues of such facility or group of facilities 


The term “net revenues,” as used with reference to any facility or group of facilities, shall mean the net operat. 
ing revenues thereof, together with all net income pertaining thereto derived from sources other than operation 
which may be pledged or applied to the payment of debt service upon bonds issued for purposes in connection with 
such facility or group of facilities 





The term “outstanding,” as used with reference to bonds of the Authority, shall include bonds held in any 
capacity by the Authority (as well as those held by others), and shall include bonds which the Authority may be 
bligated to issue and sell pursuant to a contract for the purchase thereof by and the sale thereof to the other party 
to such contract, but shall not include any past due bonds not presented for payment or any bonds called for 
redemption but not presented for redemption if the moneys for such payment or redemption shall have been duly 
provided; provided, however, that in the event the Authority shall enter into a contract with the holders of any of 
its bonds (hereinafter in this definition called “convertible bonds”) to issue other bonds (hereinafter in this 
definition called “exchange bonds”) and to exchange such convertible bonds for such exchange bonds upon th 
happening of specified events, then the convertible bonds shall be deemed outstanding until but not beyond the 
time at which such events shall have happened, and the exchange bonds shall be deemed outstanding beginning 
with but not prior to such time. 


The term “refunding,” as used with reference to bonds, shall mean the retirement and cancellation thereol, 
after their acquisition by the Authority (before, at or after maturity) either in exchange for other bonds or by 
payment, purchase or redemption with the proceeds of the sale of other bonds; and the term “refunded,” as used 
with reference to bonds, shall m 








n the refunding thereof accomplished 


The term “short-term bonds” shall mean bonds which mature no more than three years from their date and 
which do not form part of a series of bonds which includes bonds which mature more than three years from their 
date. 


The term “surplus revenues,” as used with reference to any facility, shall mean the surplus revenues thereol 


’ 
as defined in the General Reserve Fund statutes 
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The term “underlying mortgage bonds” in respect of a facility shall mean bonds secured by mortgage on or 
oledge of all or any part of the property constituting such facility. 


SECTION 2. Establishment and Issuance. 


An issue of bonds of the Authority to be known as “Consolidated Bonds” is hereby authorized and established. 
The bonds of said issue shall be direct and general obligations of the Authority and the full faith and credit of the 
Authority are hereby pledged for the prompt payment of the debt service thereon and for the fulfillment of all 
oher undertakings of the Authority assumed by it to or for the benefit of the holders thereof. This resolution shall 
constitute a contract with the holders of such bonds. 


Said Consolidated Bonds shall be issued only for purposes for which at the time of issuance the Authority is 
gthorized by law to issue bonds secured by a pledge of the General Reserve Fund and only in such amounts as 
art permitted by Section 3 of this resolution. Said Consolidated Bonds shall be secured by revenues of the facilities 
of the Authority in the manner and to the extent provided in Sections 4 and 5 of this resolution and by the General 
Reserve Fund of the Authority in the manner and to the extent provided in Section 6 of this resolution and by the 


Consolidated Bond Reserve Fund in the manner and to the extent provided in Section 7 of this resolution. 


Said Consolidated Bonds may be issued from time to time in such series as the Authority may hereafter deter- 
mine. The bonds of each series may be issued in one or more installments as the Authority may hereafter determine. 


All Consolidated Bonds constituting a particular series shall be uniform in respect of (a) dates of payment 
of interest, (b) place or places of payment of principal and interest, (c) medium of payment, (d) whether issuable 
4s coupon bonds, or as registered bonds without coupons, or both, (¢) provisions, if any, in respect of their exchange- 
aility for bonds of different denominations, and of the interchangeability of coupon bonds and registered bonds 
without coupons, and (f) provisions, if any, for redemption and the terms and conditions thereof, provided, 
however, that bonds constituting a particular series may be made redeemable either in the direct or the inverse 
order of their maturities if such bonds have differing dates of maturity or by lot. All bonds constituting the 
hole or a part of a particular series and maturing on the same date shall be uniform in respect of interest rate 
«rates. All bonds of a series consisting only of bonds having the same date of maturity shall be uniform in respect 
of provisions, if any, in respect of amortization and retirement of bonds of such series. 


Any resolution establishing a series or authorizing the issue of an installment of bonds of a series may contain 
tems and provisions not inconsistent with this resolution 


SECTION 3. Limitations on Amount. 


The Authority shall not issue new Consolidated Bonds at any time unless one or another of the following 
four conditions shall exist, either 
(Condition 1) Unless the new Consolidated Bonds are to be issued (a) for the acquisition, rehabilita 
tion or improvement of_an additional facility or group of additional facilities which is or are in_operation at 
the time of issuance of such bonds and/or (b) for the purpose of refunding bonds which constitute or are 
secured bya Tien or charge upon the revenues of such additional facility or group of additional facilities 
and/or which constitute underlying mortgage bonds in respect of such additional facility or group of 
additional facilities; and unless the net revenues (computed as hereinafter set forth in this Section 3) 
derived from such additional facility or group of additional facilities during any period of twelve consecu 
tive months selected by the Authority a at the thirty-six months — = oO 
Tail have amounted to at least one and three-tenths times the prospective debt service (computed on the 
assumptions hereinafter set forth in this Section 3) for the calendar year after such time of issuance for 
which the combined debt service (so computed) upon the following bonds would be at a maximum, to wit: 


i. The New Consolidated Bonds, and 


ii. All Consolidated Bonds outstanding at such time of issuance which shall have been issued for 
purposes in connection with such additional facility or group of additional facilities not including, however, 
any bonds which the resolution authorizing the issuance of the new Consolidated Bonds shall specifically 
designate are to be refunded by the new Consolidated Bonds, provided, however, that if any of the bonds 
otherwise included under this subdivision ii shall have been issued for several purposes including but 
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not restricted to purposes in connection with such additional facility or group of additional facilities (here. 
inafter in this paragraph called “multi-purpose bonds”), then only such proportion of such multi-purpose 
bonds shall be included under this subdivision ii in computing the aforesaid maximum prospective deb 
service as is equal to the ratio between (a) the principal amount of those multi-purpose bonds the 

of which the Authority shall determine have been expended for purposes in connection with the additional 
facility or group of additional facilities, plus those the proceeds of which the Authority shall estimate wil 
be expended for purposes in connection with the additional facility or group of additional facilities and 


(b) the principal amount of all of such multi-purpose bonds ; 


or, in the alternate, 


(Condition 2) Unless at the time of issuance of such new Consolidated Bonds the sum of the net revenues 


specified in the following subdivisions, i, ii, iii and iv (computed as hereinafter set forth in this Section 3) of 
all facilities upon the net revenues of which all Consolidated Bonds shall constitute a first lien and charge after 
the fulfillment of the purposes for which the new Consolidated Bonds are to be issued, to wit: 


i. In the case of facilities which have been in operation during the entire period of thirty-six months 
next preceding such time of issuance,—the combined net revenues derived from all such facilities during 
any period of twelve consecutive months selected by the Authority out of the thirty-six months next preced- 
ing such time of issuance, plus 


ii. In the case of facilities which have been in operation during the entire period of twelve months but 
not during the entire period of thirty-six months next preceding such time of issuance,—the net revenues 
derived from each such facility during any period of twelve consecutive months (which need not necessarily 
be the same for each such facility) selected by the Authority out of such period of operation, plus 


iii. In the case of facilities which have not been in operation during the entire period of twelve 
months next preceding such time of issuance (including facilities under construction at such time or which 
are to be acquired, established or constructed with the proceeds of the sale of the new Consolidated Bonds), 
—the average annual net revenues which the Authority estimates will be derived from each of such 
facilities during the first thirty-six months after such time of issuance, but if in the opinion of the Authority 
any such facility will not be placed in operation until after such time of issuance, then as to each such 
facility, the average annual net revenues which the Authority estimates will be derived during the first 
thirty-six months of operation thereof after such time of issuance; provided, however, that no revenues 
estimated under this subdivision iii shall be included in the sum of all net revenues computed under this 
Condition 2 unless at the time of issuance of the new Consolidated Bonds there shall be in or available for 
payment into the General Reserve Fund an amount equal to the full amount prescribed in the General 
Reserve Fund statutes, calculated without the new Consolidated Bonds, and provided, further, that the 
amounts of any revenues estimated under this subdivision iii plus the amounts of any revenues estimated 
under the next following subdivision iv shall in no event exceed twenty-five per centum of the sum of all 
net revenues computed under the preceding subdivisions i and ii of this Condition 2, plus 


iv. In the case of each capital improvement to any of such facilities if such capital improvement is 
either under construction at such time of issuance or has been completed less than twelve months prior 
to such time or, in case it has not yet been commenced, if the Authority has either issued bonds or hes 
entered into a contract for the issuance of bonds or has authorized the issuance of the new Consolidated 
Bonds for the financing of all or part of such capital improvement,—the average annual amount which 
the Authority estimates that the net revenues of the facility to which such improvement appertains will be 
increased during the first thirty-six months after the completion of such improvement, over and above the 
amount of net revenues included for such facility in the foregoing subdivisions i, ii, or iii of this Condition 
2; provided, however, that no revenues estimated under this subdivision iv shall be included in the sum of 
all net revenues computed under this Condition 2 unless at the time of issuance of the new Consolidated 
Bonds there shall be in or available for payment into the General Reserve Fund an amount equal to the full 
amount prescribed in the General Reserve Fund statutes, calculated without the new Consolidated Bonds; 
and previded, further, that the amounts of any revenues estimated under this subdivision iv plus the 
amounts of any revenues estimated under the next preceding subdivision iii shall in no event exceed 
twenty-five per centum of the sum of all net revenues computed under the preceding subdivisions i and ii 
of this Condition 2, 
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shall have amounted to at least one and three-tenths times the prospective debt service (computed on the 
assumptions hereinafter set forth in this Section 3) for the calendar year after such time of issuance for which 
the combined debt service (so computed) upon the following bonds would be at a maximum, to wit 


i. The new Consolidated Bonds, 


ii. All Consolidated Bonds outstanding at such time of issuance not including, however, any bonds 
which the resolution authorizing the issuance of the new Consolidated Bonds shall specifically designate 
are to be refunded by the new Consolidated Bonds, and 


iti. Additional Consolidated Bonds having annual debt service in amounts estimated by the Authority, 
if estimated revenues and/or estimated revenue increases in connection with any facility or capital im- 
provement have been included under the next preceding subdivisions iii and/or iv in the computation of the 
sum of the net revenues under this Condition 2 in connection with the particular new Consolidated Bonds 
to be issued and if the Authority is of the opinion at the time of issuance of such new Consolidated Bonds 
that such additional Consolidated Bonds will be issued in connection with such facility or improvement 
and will be outstanding during the thirty-six months for which the revenues and/or revenue increases have 
been estimated under said subdivisions iii and/or iv; 


or, in the alternate, 


(Condition 3) Unless at the time of issuance of such new Consolidated Bonds the sum of the net revenues 
specified in the following subdivisions i, ti, iii and iv (computed as hereinafter set forth in this Section 3) in the 
case of all facilities the surplus revenues of which shall be payable into the General Reserve Fund after the ful- 
fillment of the purposes for which the new Consolidated Bonds are to be issued, to wit: 


i. In the case of facilities which have been in operation during the entire period of thirty-six months 
next preceding such time of issuance,—the combined net revenues derived from all such facilities during 


any period of twelve consecutive months selected by the Authority out of the thirty-six months next pre- 





ceding such time of issuance, plus 


ii. In the case of facilities which have been in operation during the entire period of twelve months 
but not during the entire period of thirty-six months next preceding such time of issuance,—the net 
revenues derived from each such facility during any period of twelve consecutive months (which need not 
necessarily be the sarne for each such facility) selected by the Authority out of such period of operation, 


plus 


iii. In the case of facilities which have not been in operation during the entire period of twelve 
months next preceding such time of issuance (including facilities under construction at such time or 
which are to be acquired, established or constructed with the proceeds of the sale of the new consolidated 
Bonds) ,—the average annual net revenues which the Authority estimates will be derived from each of 
such facilities during the first thirty-six months after such time of issuance, but if in the opinion of the 
Authority any such facili 
each such facility, the average annual net revenues which the authority estimates will be derived during 
the first thirty-six months of operation thereof after such time of issuance; provided, however, that no 
revenues estimated under this subdivision iii shall be included in the sum of all net revenues computed 
under this Condition 3 unless at the time of issuance of the new Consolidated Bonds there shall be in or 
available for payment into the General Reserve Fund an amount equal to the full amount prescribed in the 
General Reserve Fund statutes, calculated without the new Consolidated Bonds; and provided, further, 
that the amounts of any revenues estimated under this subdivision iii plus the amounts of any revenues 
estimated under the next following subdivision iv shall in no event exceed twenty-five per centum of the 
sum of all net revenues computed under the preceding subdivisions i and ii of this Condition 3, plus 





y will not be placed in operation until after such time of issuance, then as to 


iv. In the case of each capital improvement to any of such facilities if such capital improvement is 
either under construction at such time of issuance or has been completed less than twelve months prior 
to such time or, in case it has not yet been commenced, if the Authority has cither issued bonds or has 
entered into a contract for the issuance of bonds or has authorized the issuance of the new Consolidated 
Bonds for the financing of all or part of such capital improvement,—the average annual amount which 
the Authority estimates that the net revenues of the facility to which such improvement appertains will 
be increased during the first thirty-six months after the completion of such improvement, over and above 
the amount of net revenues included for such facility in the foregoing subdivisions i, ii or iii of this 
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i. The Holland Tunnel, the Lincoln Tunnel, the George Washington Bridge, the Bayonne Bridge, | 
the Gocthals Bridge, the Outerbridge Crossing, Port Authority Inland Terminal No. 1 (also known as aS the | 


Port Authority Building), the New York Union Motor Truck a the Newark Union Motor T, 


Terminal, the Port Tick 


Authority Bus Terminal, La Guardia Airport, New York International Airport Newari | 
Airport, Teterboro Airport, the Port Authority Grain Tomin al, Port Newark and the Hoboken. Por, 
Authority Piers, and 

ii. Any additional facilities, the establishment, acquisition, effectuat 


on, construction, rehabilitation » 
improvement of which is financed or refinanced in whole or in part by the issuance of Consolidated Bond; 


and, except as otherwise provided herein the net revenues of each of said facilities are hereby irrevocably pledge 
to the payment of the debt service upon all Cousptidated Bonds as the same may fall due, and shall be applied x 
provided in Section 5 hereof, and all Consolidated Bonds shall constitute a lien and charge thereon 


The foregoing pledge and lien are, however, subject to and shall be subordinate to (but only to) the following 
prior pledges and liens 





(a) Im the case of the revenues of the Holland Tunnel, the Lincoln Tunnel, the George Washington 
Bridge, the Bayonne Bridge, the Goethals Bridge, the Outerbridge Crossing, Port Authority Inland Termin 
No. 1 (the Port Authority Building), the New York Union Motor Truck Terminal, the Newark Union 
Motor Truck Terminal, the Port Authority Bus Terminal and the Port Authority Grain Terminal,—ip 


pledges heretofore made and liens heretofore created in favor of the aforesaid General and Refunding Bonds 





(b) In the case of the revenues of La Guardia Airport, New York International Airport, Newark Ajp. 
port and Teterboro Airport,—to pledges heretofore made and liens heretofore created in favor of the afore. 
said Air Terminal Bonds; 


(c) In the case of the revenues of Port Newark,—to pledges heretofore made and liens heretofon 
created in favor of the aforesaid Marine Terminal Bonds 


Consolidated Bonds shall not be issued for any purpose in connection with any facility unless after the accom 
plishment of such purpose the debt service upon all Consolidated Bonds shall constitute a first lien and charge upo 
the net revenues of the Authority from such facility subject, however, to (but only to) the prior liens recited ig 
the preceding paragraph 





SECTION 5. Application of Revenues. 


Subject to the prior pledges and liens described in Section 4 of this resolution, all net revenues pledged as 
security for Consolidated Bonds shall be applied to the following purposes in the following order 


(a) To the payment of debt service upon all Consolidated Bonds ; 


(b) All remaining balances of net revenues pledged as security for Consolidated Bonds shall be paid 
into the Consolidated Bond Reserve Fund established by Section 7 of this resolution, except such amounts 
as may be necessary to maintain the General Reserve Fund in the amount prescribed by the General Reserve 
Fund statutes. 


The pledge of net revenues made in Section 4 of this resolution (and the lien and charge of Consolidated Bonds 
upon such net revenues) shall be subject to the right of the Authority to make payments into the General Reserve 
Fund to the extent above provided in this Section 5, and to that extent only 


SECTION 6. General Reserve Fund. 





The payment of the debt service upon all Consolidated Bonds, regardless of the series or installment of which 
they form a part, and regardless of the dates of their issuance or maturity or the purposes for which issued, shall 
be further secured equally and ratably by the General Reserve Fund; and the pledge thereof and s the moneys 
which may be or become part thereof, contained in the resolution of the Authority, adopted March 9, 1931, estab 
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lishing said General Reserve Fund, as amended May 5, 1932, is hereby expressly extended to and made applicable 
to (and for such purpose the General Reserve Fund is hereby irrevocably pledged as security for) all Consolidated 
Bonds for the benefit of the holders thereof, in the manner and to the extent set forth in the aforesaid resolution 
of March 9, 1931, as amended May 5, 1932, pari passu with bonds heretofore issued by the Authority and with the 
holders of such bonds; provided, that nothing herein shall be construed to grant or confer greater rights in or to 
said General Reserve Fund upon the holders of Consolidated Bonds than are now granted or conferred upon the 


holders of the bonds of prior issues 


The foregoing pledge is subject to (but only to) the following separate rights which the Authority hereby re- 
serves to itself : 


(a) The right to pledge said General Reserve Fund as security for any bonds whatsoever hereafter 
issued by the Authority as security for which it may at the time be authorized by law to pledge the General 
Reserve Fund; and 


(b) The right to use the moneys in said General Reserve Fund to meet, pay or otherwise fulfill any of 
the undertakings which it has assumed, does now assume by this resolution or shall hereafter assume to or 
for the benefit of the holders of any bonds as security for which said General Reserve Fund has heretofore 
been or is now pledged, or for which said General Reserve Fund may hereafter be pledged as above pro- 
vided ; 


provided, that no greater rights in or to the General Reserve Fund shall hereafter be granted to or conferred upon 
the holders of any bonds now outstanding or any bonds hereafter issued than are granted to and conferred upon the 


holders of ali Consolidated Bonds 


Except as provided in the next sentence of this paragraph, the moneys in the General Reserve Fund shall not 
be used for any purpose at any time if there are any other moneys of the Authority available for that purpose at 
such time, and shall not be used for the payment of debt service prior to the time when the interest, sinking fund 





payments, redemption prices, principal amounts and other items constituting such debt service shall be required to 
be paid or set aside by the Authority and the moneys in said General Reserve Fund shall be deposited in such 
depositories as the Authority may designate or invested in obligations of or guaranteed by the United States. If, 
however, there shal! at any time be in or available for payment into all debt reserve funds of the Authority an 
aggregate amount of moneys in excess ¢ f an amount equal to two years’ debt service upon all those bonds of the 


Authority which are secured by a pledge of the General Reserve Fund and which are outstanding at that time, to 
the extent that such moncys in or available for payment into such debt reserve funds will be available to pay debt 


y twenty-four calendar months, then and in any such event such excess 








service upon such bonds during the ensuing 





moneys may be used at such time for any purpose for which said moneys may be used under the General Reserve 
Fund statutes, whether or not there are other mor ivailable for that purpose; and such excess moneys may be 
deposited in such depositories as the Authority may designate or invested in bonds, notes or other obligations of or 
guaranteed by tl United States, the State of New York or the State of New Jersey, and any bonds of the 
Authority theretofore tually issued and negotiated and secured by a pledge of the General Reserve Fund. Two 
years’ debt service en used in this paragraph with respect to bonds outstanding at any time shall mean the 
amounts which the Authority is obligated by contract with the holders of such bonds to pay as debt service upon 


ing the ensuing twenty-four calendar months; provided, however, that in computing such two years’ 
debt service on any such outstanding bonds which are short-term bonds there shall be substituted for the actual debt 
service on such short-term bonds during said ensuing twenty-four calendar months the debt service which would 
be payable during said twenty-four calendar months if such short-term bonds were forthwith refunded by bonds 
having the following characteristics: maturity—thirty years from such time; interest—at the same rate as upon 
the short-term bonds and payable semi-annually beginning six months from such time; amortization—in such annual 
amounts as would be required to retire the principal amount of the short-term bonds outstanding at such time by the 
thirtieth anniversary of such time if such annual retirement were effected at par at each anniversary of such time 
and if the annual debt service thereon would be equal fer all years thereafter until such thirtieth anniversary. 





The resolution of the Authority, adopted March 9, 1931, establishing said General Reserve Fund, as amended 
May 5, 1932, is hereby further amended to conform to the provisions of this Section 6; provided, however, that 
nothing contained in this Section 6 shall be construed to limit, curtail or impair any pledge of the General Reserve 
Fund or regarding its administration, investment and use made in favor of or for the benefit of the holders of any 
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of any such pledge. 


SECTION 7. Consolidated Bond Reserve Fund. 
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There is hereby established a special fund (herein called the Cor 
in which are hereby pledged as additional security for all Consolidated Bon 
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to be done in the fulfillmens 


1 Bond Reserve Fund) the moneys 


. to which shall be paid all balances 
r deducting the amounts for whid 
The moneys in the Consolidates 

be applied to any of the following 











(a) To the payment of Consolidated Bonds at maturity, but in case 
for the retirement of bonds of the series of which such bonds fort art 
sinking fund are insufficient f ose, and I Ase tl ( i only if the net 
revenues pledged as security r Consolidated f ¢ l ) payment shall be 
due and which are available f h pay t are insufficient f hy € 
(b) To the payment of debt service upon Con ted Bonds then out ling (other than the payment 
such bonds at maturity but only if the 1 revenues pledged as security for Consolidated Bonds for the 
r year h such 7 nent shall be and which availa r h payment are insufficient for 
irpose 
(c) To the purchase for retirement of ( lated Bond ar lete by the Authority 
at such prices as the Authority may determine t le; pr however, that in case all of th 
bonds of such series are subject ption six months or | t the ate 1 Ww the bonds are 
to be purchased for retirement, then such prices sl not « t price at w of the bonds 
of such series might be r oo en the e es may he 
made at the discretion of the Aut! at public or private ec. with without advertisement and with or 
without not ther holders of Consolidated Bonds, and tx tt for ed and negotiated and then 
held by the ' ritv for ¢ trent : he hase aoalt ‘ se | r In ascertaining 
whether the purchase price of bond comes within the max fied, brokerage commissions 
and similar items shall not be taken into consideration. The bonds s rchased be for th cancelled 
(d) To the rede n of Cor lidated Bonds of y c ed by th 
Authority, if suc { t to redempt The t ! fort h cancelled 
(e) To the payment of ex es incu r the opera inte l tration of 
any facility the net revenues of which are pledged as securit { ate g the expenses 
: of net ope revenue t to the extent 
that the gross operating revenue s cility { a ulendar yea 4 t shall be due 
are ifficient or unavailable for such purpose 
f) To the payment of debt se ¢ upon bonds other tl Cor lated wt are described in 
the last paragraph of this Section 7 
g) To any other or additional pur; for which the Auth r t be authorized 
by law to expend the reve f its facilitie 
The pledge hereinbefore made of net revenues as security for Cons ated Bond nd the hen and charge of 
Consolidated Bonds thereon) shall be subject to the right of the Authority ake payments ir the Consolidated 
Bond Reserve Fund to the extent above provided in this Section 7, and sa edge the ( pledge of the 
moneys in the Consolidated Bond Reserve Fund shall be subject to the rig! cA said moneys 
as above prov ded in this Section 7 and to issue bonds other than Consolidate Bonds which are secured by a pledge 
of or lien or charge upon the Consolidated Bond R F which r e to the pledge, lien and charge 
favor « j but only if such other ¢ t f t lertaken by 
the Author t P ( ida i ther be ure ecured by a 
pledge of e Fund 
SECTION &. Amortization and Retirement. 
The resolution establishing each series of Consolidated Bor which ir es bor h at the time of their 
issuance are issuable only under Condition 4 of Section 3 of t esolution, shall provide, and resolutions establish 
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or temporary bonds are so exchanged, the rights of the holders thereof shall be the same as though they held the 


definitive bonds for which they are exchangeable. 


SECTION 10. Investments. 


The moneys in the Consolidated Bond Reserve 


as the Authority may designate or invested in bor 
United States, the State of York or the S 





actually issued and negotiated 
The moneys derived from 


depositories as the Authority may designate or 








States, provide hat such obliga la ture 
apply the proceeds so invested for the pury w 

The moneys in each of the several sinking fun 
various series of Consolidated Bonds, shall be de; 


invested only in direct obligations of the United S 
redeemable at the option of the holder) at least five 


to the retirement of Consolidated Bonds as providec 
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SECTION 12. Miscellaneous Covenants. 
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follows 
(a) Fully and faithfully to perfor ( t tatutes of the United 
States and of the States of New York hetween said 
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and designate itself to act as Registrar or Paying Agent; provided, that if the Authority shall provide for the 
authentication of the bonds of any series by the 





te trar thereof, it shall not designate itself to act as such Registrar 


SECTION 14. Evidence of Ownership. 
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any such meeting of bondholders; but less than a quorum may adjourn the meeting from time to time 
the meeting may be held as adjourned without further notice, whether such adjournment shall haye been 
held by a quorum or by less than a quorum. The Authority shall designate a Commissioner of officer 
of the Authority to preside as temporary chairman, and such temporary chairman shall immediately cal 
for nominations for a permanent chairman for such meeting. Such permanent chairman shall be some 
person who shall be a bondholder, or the holder of a proxy, entitled to vote at the meeting. At such i 
each person shall be entitled to one vote for each $1,000 principal amount of such bonds held or represented 
by him as provided in subdivision ii of this sub-section (b) of this Section 16, and such vote shall be cast 
by ballot. Except as herein provided, the meeting may adopt its own rules of procedure 


vi. At any such meeting held as aforesaid, the Authority shall submit for consideration and action of 
the holders of Consolidated Bonds or, if the amendment, repeal or modification proposed shall only affect 
the rights of the holders of one or more particular series or installments of Consolidated Bonds, then of th 
bondholders of each such series or installments to be affected, a proposed resolution embodying the amend. 
ment, repeal or medification to be considered by the meeting. If such proposed resolution shall be consented 
to and approved (either in person or by proxy) by the holders of at least 60% in aggregate principal amoux 
of the bonds to be affected thereby outstanding at the time (exclusive of Authority-owned bonds), then, and 
in such case, the Authority shall thereby be authorized and empowered to adopt such resolution, and any 
such resolution so adopted by the Authority shall be binding upon all bondholders, whether or not present 
at such meeting in person or by proxy, provided that no such amendment, repeal or modification shall affer 
the rights of the holders of one or more series or installments of Consolidated Bonds in a manner or to an 
extent differing from that in or to which the rights of holders of any other series or installments of Consoli- 
dated Bonds are affected unless such resolution shall be approved (either in person or by proxy) by the 
holders of at least 60% in aggregate principal amount of the Consolidated Bonds then outstanding (exclusive 
of Authority-owned bonds) of each such series or installment so affected; and no bondholder shall have any 
right or cause to object to the adoption of any such resolution by the Authority or to object to any of the 
terms or provisions therein contained or the exercise thereof or of the authorizations contained therein, or in 
any manner to question the propriety of the adoption thereof or to enjoin or restrain the Authority from 
executing the same or from taking any action pursuant to the provisions thereof. 


vii. Upon the adoption by the Authority of any resolution pursuant to the provisions of this Section 
16, this resolution (and any resolution supplemental to or amendatory of this resolution) shall be and be 
deemed to be modified and amended in accordance therewith, and the respective rights, duties and obligations 
of the Authority and all holders of outstanding bonds shall be thereafter determined, exercised and enforced 
subject, in all respects, to such modifications and amendments 


viii. Minutes of all resolutions adopted and proceedings had at every such meeting shall be made and 
duly entered in books to be from time to time provided for that purpose by the Authority, and any such 
minutes as aforesaid, if signed by the chairman of the meeting at which such resolutions were passed or 
proceedings had, shall be prima facie evidence of the matters therein stated, and until the contrary is proved, 
every such meeting in respect of the proceedings of which minutes shall have been so made and signed shall 
be deemed to have been duly held and conveyed, and all resolutions passed thereat or proceedings had thereat 
shall be deemed to have been duly passed and had. 


As used above in this Section 16, the terms “bond” and “Consolidated Bond” shall include any interim receipt 
therefor; and the terms “bondholder” and “holder” of a “Consolidated Bond” shall include the holder of such an 
interim receipt. 


SECTION 17. Determinations. 


Whenever in this resolution it is provided that any selection, designation, determination or estimate shall or 


may be made by the Authority or that any action may be taken or withheld by the Authority or that any action shall 





or may be taken or withheld at the option of or dependent upon the opinion, discretion or judgment of the Authority, 
then the Authority's such selection, designation, determination, estimate, action, option, opinion, discretion or 
judgment expressed by its Board of Commissioners or by a committee or officer or other person duly authorized 


shall be conclusive for the purposes of this resolution. 
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APPENDIX VII 
RESOLUTION AUTHORIZING SEVENTEENTH SERIES OF CONSOLIDATED BONDS, DUE 1961-80 
(Adopted January 14, 1960) 


Wueneas, heretofore and on the 9th day of October, 1952, The Port of New York Authority (hereinafter 
called the Authority) adopted a resolution providing for the issuance of certain direct and general obligations of 
the Authority, hereinafter called Consolidated Bonds, from time to time in conformity with said resolution for the 
purposes therein set forth, which said resolution is hereinafter called the Consolidated Bond Resolution, and which 
said resolution constitutes a contract with the holders of the bonds so issued; and 


Waenreas, the said Consolidated Bond Resolution provides that such Consolidated Bonds shall be issued in 
such series as the Authority may determine, and that the characteristics of the bonds of each series shall be determined 
by the Authority by and in the resolution establishing such series, and that the resolution establishing any series 
may contain other terms and provisions not inconsistent with the Consolidated Bond Resolution; and 


Wueneas, the Authority has heretofore established various series of said Consolidated Bonds and has deter- 


mined that it is advisable and in the public interest to establish another series of said Consolidated Bonds, without 
prejudice to its right hereafter to establish other and additional series of such Consolidated Bonds; 


Now, THeExerore, be it resolved by The Port of New York Authority: 


Section 1. As used in this resolution, any words or phrases specially defined in the aforesaid Consolidated 
Bond Resolution shall be read and construed in accordance with such special definitions 


Section 2. There is hereby established a series of said Consolidated Bonds to be known as the “Seventeenth 


; 


Series” to be issued in conformity with said (¢ d Bond Resolution, in the aggregate principal amount of 
Thirty Million Dollars ($30,000,000), which said bonds are hereinafter called “bonds of the Seventeenth Series” 





Section 3. Bonds of the Seventeenth Series shall be dated as of February 1, 1960, shall mature serially as here- 


inafter stated, and shall bear interest (from the semi-annual interest payment date next preceding their date of 
issue, or if such date of issue shall be an interest payment date, from such date of issue) at such rate or rates, not 
exceeding six per centum (6%) per may be determined by the Committee on Finance of the Authority 


and determir 





(which said Committee is hereby at 
of the said series maturing on the same date shall have the same interest rate), payable semi-annually, February | 
and August 1. 

Both principal and interest shall be payable at the principal office or offices of the Paying Agent or Paying 
Agents appointed for the purpose by the Authority, in the City of New York, in lawful money of the United 
States of America 

Said bonds of the Seventeenth Series shall be coupon bonds, registerable either as to principal alone or as to both 


ve said interest rate or rates, provided that all bonds 


principal and interest, in accordance with the provisions for registration endorsed thereon; and the Authority will 
keep or cause to be kept at the principal offices of its Registrar or Registrars for that purpose, in the City of New 
York, proper and sufficient books for such registration. Said bonds may be issued in either registered or unregistered 
form 


Section 4, Except as provided in Section 6 hereof, bonds of the Seventeenth Series shall be of denominations 
of $1,000 each, shall be numbered from C(17)-1 to C(17)-30,000, inclusive, and shall mature serially in numerical 
order, except as provided in Section 12, on February | of each stated year, as follows 
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1961 No. C(17 1 to No. ¢ 
1962 No. C(17)- 1,501 to No. ¢ 
1963 N e 17 3 1 , x 
1964 No. C(17)- 4,501 to No. (¢ 
1965 N 17 6.001 t N 
1966 No. C(17)- 7,501 to No. ( 
1967 No. C(17)- 9.001 to Ne 
1968 No. C(17)-10,501 to N 
1969 No, ( 12,001 to No. ( 


3 
) 
Zz 
, 


1975 No. C(17)-21,001 to No. ¢ 
1976 No. C(17)-22,501 to N 
19 Ni 17)-24,001 to No. ( 
1978 No. C(17)-25.501 to N 





: es for w the i } 
funds for capital expenditures mnection with LaGuardia 
for purposes incidental ret Zz ¢ ing 
purposes 

ECTION 6. Unregistered b f the Se tee erie 
of the denomination of $1,000 « Bond the S« ( 
interest, may be of denominations $1,001 tiple $ 
be issued in any of said der i 
sponding to those which would have been used had such b« 
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jn connection with the execution and delivery of new bonds of the Seventeenth Series in exchange or substitution 


for other bonds of the Seventeenth Series as above provided, incurred by the Authority or the Registrar (including 
the cost of cancelling old bonds and of preparing and delivering new bonds, and including the fees of the Regis- 
trar) shall be borne by the holders of such bonds. 

Nothing herein contained shall be deemed to authorize the execution and delivery of the bonds of the Seventeenth 
Series except in denominations of $1,000 or of multiples of $1,000 

Section 7. Bonds of the Seventeenth Series shall be redeemable at the option of the Authority in whole or 
in part, on interest paym 


At one hundred and three per centum (103%) of 


dates, at or subsequent to February 1, 1969, and prior to maturity as follows 








heir face value, plus accrued interest to the date fixed for 
rior to August 1, 1971; at one hundred and two per 





1 ‘ ' ter and at , 
1, 1969, and thereafter a at oO 


redemption, at February | { 


centum (102%) f their face value, plus accrued interest 


: 
to the date fixed for rec 





tion, thereafter and at or 





at one hundred and one per centum (101%) of their face value, plus accrued interest 


prior to August 





to the date fixed for redemption, thereafter and at or prior to August |! 1977 ; at one hundred per centum (100%) 
of their face value, plus accrued interest to the date fixed for redemption, thereafter i at or prior to August 1, 1979. 





*s then outstanding are to be called for redemption, then the 





If less than all the bonds of the Sevent ! 
bonds so to be redeemed shal! be called in inverse order of maturity; provided, however, that if less than all of 
such bonds having the same maturity date and then outstanding are to be called for redemption, the bonds so to 
be called shall be determined by lot by the Authority or the Registrar, as the Authority may elect. 


Notice of intention to redeem any of the bonds of the said Series shall be given by the Authority by publication 
in a daily newspaper of general circulation in the City of New York, State of New York, and also in a daily news- 
paper of general circulation in one or more of the following cities: the City of Boston, Commonwealth of Massa- 
chusetts ; the City of Philadelphia, Commonwealth of Pennsylvania; the City of Chicago, State of Illinois; and the 
City of San Francisco, State of California. Such notice shall be published at least twice prior to the date fixed for 
redemption, the first publication to be not less than thirty nor more than forty-five days before the date fixed for 
redemption and the second f 
redemption. A copy of such 
elect, not less than thirty nor 
bonds of the Seventeenth Series to be 


principal and interest, at their last known addresses as 





yublication to be not less than ten nor more than twenty days before the date fixed for 


iall also be mailed by the Authority or the Registrar, as the Authority may 





forty-five days prior to the date fixed for redemption, to the holders of the 





nption and which are registered as to principal, or as to both 





ypearing upon the Registry Books of the Authority 





Before the date fixed for redemption specified in such notice, the Authority will pay to the Paying Agent or 


the aggregate sufficient to redeem all of the outstanding bonds which are to 





Paying Agents an ammount in cash in 
be redeemed, at the respective redemption prices thereof, which, in each case, shall ir 
the date fixed for redemption and the pre such amount to be held by the Paying Agent or Paying 


Agents in trust for the account of the holders of the bonds so called for redemption and to be paid to them respec- 





le the accrued interest to 








tively upon presentation and surrender of the said bonds with all unmatured coupons (if any) thereto attached. On 
and after the date fixed for redemption, the notice of intent to redeem having been completed as above provided, 





the bonds s and payable at the principal office of the Paying Agent or Paying Agents and 





if funds sufficient for redemption price shall have been deposited with the Paying Agent or Paying 
Agents in trust as aforesaid and if such funds 
for redemption, then 


ull be available for redemption of such bonds on the date fixed 


ull cease to accrue on the bonds so called from and after the 





t or security of this resolution or 





date fixed for their redemption, and su to the be 


the Consolidated Bond Resolution, but 





1s so dem ited 

















In the case of bonds of denominations greater than $1,000, if less than all of the bonds of the Seventeenth Series 
then outstanding are to be called for redemption, then for all purposes in connection with redemption, each $1,000 of 
face value shall be treated as though it were sey) bond of the denomination of $1,000 bearing one of the 
mumbers borne by the bond, and the word “bond” as used in the fo ing provision of this Section 7 shall be 
deemed to refer to such $1,000 units of face value. If it is determined by lot as above provided that one or more 
but not all of the $1,000 units of face value represented by any bond are to be c: for tion, then yt 
notice of intention to redeem such $1,000 unit or units, the holder of such bond shall forthwith present such bond 
to the Registrar and request the issuance of new bonds of smaller denominations in exchange or substitution there 
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sor, pursuant to Section 6 of this resolution, including new bonds of the denomination of $1,000 each, 
numbers corresponding to the numbers of the $1,000 units of face value called for redemption ; and the new bond 
bearing such numbers shall be deemed to be duly called for redemption without further notice to the holder theres 
If the holder of such bonds of a denomination greater than $1,000 shall fail to present such bond to the Registr 
and to request the issuance of new bonds of smaller denominations in exchange or substitution therefor as 

such bond shall nevertheless become due and payable on the date fixed for redemption to the extent of the $1,000 
unit or units of face value called for redemption (and to that extent only) ; interest shall cease to accrue cn th 
portion of the principal amount of such bond represented by such $1,000 unit or units of face value on and afte 
the date fixed for redemption, and (funds sufficient for the payment of the redemption price having been deposited 
with the Paying Agent or Paying Agents as aforesaid, and being available as aforesaid on the date fixed fg 
redemption) such bonds shall not be entitled to the benefit or security of this resolution or the Consolidated Bond 
Resolution to the extent of the portion of its principal amount (and accrued interest thereon to the date fixed {or 
redemption and premium, if any) represented by such $1,000 unit or units of face value, but to that extent shal 
rely solely upon the funds so deposited. 


Section 8. The Authority shall not apply any monies in the Consolidated Bond Reserve Fund or in any 
special reserve fund established for the benefit of the bonds of any prior issue of bonds except for the payment of 
bonds secured by a pledge of the General Reserve Fund in whole or in part, the payment of debt service upos 
bonds so secured, the purchase for retirement of bonds so secured or the redemption of bonds so secured, or for the 
payment of expenses incurred for the establishment, acquisition, construction or effectuation, or for the operation 
maintenance, repair or administration of any facility financed or refinanced in whole or in part by bonds secured 
by a pledge of the General Reserve Fund in whole or in part; or otherwise for the fulfillment of any undertaki 
which the Authority has assumed or may or shall hereafter assume to or for the benefit of the holders of bonds 
secured by a pledge of the General Reserve Fund in whole or in part; provided, however, that nothing herein 
contained shall be construed to permit the application by the Authority of monies in the Consolidated Bond Resery 
Fund or in any special reserve fund established for the benefit of the bonds of any prior issue of bonds except for 
purposes and upon conditions which in the case of the Consolidated Bond Reserve Fund are authorized by th 
Consolidated Bond Resolution or in the case of said special reserve funds are authorized by the respective resolutions 
establishing such prior issues of bonds 


Consolidated Bonds proposed to be issued for purposes in connection with an additional facility or a grow 
of additio acilities in connection with which the Authority has not theretofore issued bonds which have bees 
secured by a pledge of the General Reserve Fund in whole or in part, may be issued, and bonds other thu 


Consolidated Bonds proposed to be issued for purposes in connection with such an additional facility or group 
of additional facilities may be secured by a pledge of the General Reserve Fund in whole or in part, in each as 


if and only if the Authority shall certify at the time of issuance (as defined in Section 3 of the Consolidated Bond 
Resolution ) its opinion that The issuance of such Consolidated Bonds or that such pledge of the General Reserve 


ee 


' 


' 





zsraRnere dd 


— 


— 


> ; . ) 
Fund as security for such bonds other than Consolidated Bonds will not, during the ng rears or ( 
the longest term of any of such bonds proposed to be issued (whether or not Consolidated Bonds), oes 


shall be longer, in the light of its estimated expenditures in connection with such additional facility or such group 
of additional facilities, materially impetr the sound credit standing of the Authority or the investment status of 
Consolidated Bonds or the ability of the Authority to fulfill its commitments, whether statutory or contractual 
or reasonably incidental thereto, including its undertakings to the holders of Consolidated Bonds; and the Authority 
may apply moneys in the General Reserve Fund for purposes in connection with those of its bonds and only 
those of its bonds which it has theretofore secured by a pledge of the General Reserve Fund in whole or in part. 
Expenditures in connection with an additional facility or group of additional facilities shali mean the amount 
of the excess, if any, of the sum of all items of expense to be considered in determining the net revenues of the 
additional facility or group of additional facilities plus the debt service upon the bonds proposed to be issued and 
upon any additional bonds which in the Authority's opinion would be required to be issued to place and maintain 
such facility or group of facilities upon a sound operating basis, over and above the sum of all items of revenue 
and income to be considered in determining such net revenues 


Section 9. Each bond of the Seventeenth Series shall have the official seal of the Authority affixed thereto or 


imprinted thereon, and shall be signed by any one of the following persons, to wit :-—The persons holding the office or 


) 
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exercising the duties of Chairman, Vice Chairman, Executive Director, Assistant Executive Director, Se retary, 
Assistant Secretary, Director of Finance, Treasurer, Assistant Treasurer, Comptroller and Deputy Comptroller of 
the Authority at the time of its execution 

incipal only shal! have coupons for interest attached, bearing facsimile signatures of the Chairman and Secretary 
of the Authority 
being appropriate ly 


Unregistered bonds of the Seventeenth Series and bonds registered as to 


Each bond of the Seventeenth Series shall be in substantially the following form, the blank spaces 


filled in 
(Form of Bond) 


THE PORT OF NEW YORK AUTHORITY 
CONSOLIDATED BOND 
SEVENTEENTH SERIES 





corporate and 


THE PORT OF NEW YORK 


politic, created by the Compact Ay 1921 tween the State of New York and th tate of New Jersey, to 


which the consent of the ¢ t f ted Stat was gf I Public Re ution } 17, 67th Congress, 
First Session, acknowledges itself indebted and { ie re 1 here promises to pay to the bearer, or if this 
bond be registered, to the registered ler, the sur f Dollars 
($ nm the firer da ‘ ' . 19 ' ther with interest thereon at the rate of 

per centurr per | ? I ! 1A t I, w presentation and 
surrender of the annexed ypons as they several! tu r if this bond be registered as to both principal! and 
nterest, to the registered holder. Both prit ! 1 interest upon this bond are payable in lawful money of the 


United States of America, at the princi; ffice hee { the P g Agent or Paying Agents of the Authority 


n the City of New York, State of New York 


This bond is issued pursuant to a { ( t t t f } York and 
New Jersey creating the Authority, and the various stat { said t t amendator hereof and suppl 
mental thereto, for purposes provided said ( ta statute : t rem gation of the 
Authority for the prompt payment of the principal and interest of w t faith and credit of the Authority 
are irrevocably pledged. The provisions of the 1 g fC lated 


Bonds, and of the re i { January 14, 196 ¢ ‘ ‘ { which this bond 


forms a part and authorizing the issuance of this bond, constitute a t be en t rity and the c 
{ this bond, which is subject to modification as therein fj 

This bond may, at the option of the Authority, be redeemed any int t payment date at or subsequent to 
February 1, 1969, an t : 

At one hundred ar three per t ; face ‘ r tereat tn # ate fixed 
Gr tadeiotion. at February 1. 1969, and thereafter and at or prior to August 1, 1971: at one hundre | werner 
centum (102% f ite tace eT . rued reat ¢ the te 1 for er ‘ 1. the after nd at r prior 
to August 74: at } f f r terest the date 
fixed for reder t — 
value, plus accrued interest to the ate fixed 1 emption, thereafter t t \ t 79 

If less than all the bonds of the Series of wi } ¢ . . » diraieadiea 
alled for redemption, then the bonds so to be redeemed shall be i r tw: ¢ ed. how 
ever, that if less than all of such bonds having the me maturity date ' ond then outstanding are t 
be called for redemption, the bonds so to be called shall be determined lot by the Authority or the Registrar, as 


the Authority may elect 


If this bond shall be called for redemption, notice shall be given by the Authority by publication in a daily 
newspaper of general circulation in the City of New York / ror 1 laily news f 
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IN WITNESS WHEREOF, The Port of New York Authority has caused its name to be signed hereto by 


its duly authorized officer and its official seal to be hereto affixed or imprinted hereon, and interest coupons hereto 


attached to bear the facsimile signatures of its Chairman and Secretary, and this bond to be dated as of the first day 
of February, 1960. 
THE PORT OF NEW YORK AUTHORITY 


Authorized Officer 


(End of Form of Bond) 


The coupons for interest attached to unregistered bond t the Seventeenth Series, and bonds registered as to 


! only, shall be in substantially the following form, the blank spaces being appropriately filled in 
princy ) & I € 4pproy 3 
(Form of Coupon) 


Gn the Gent day 6. ccccsovccccsscccvcccccs , 19...., (unless the bond described below shall have been duly 





alled for redemption at a prior date, and provision for payment duly made The Port of New York Authority 
will pay to bearer Dollars ($ , lawful money 
of the United states, at the principa thee of its fa g Agent or Paying Ag ts in the City of New 





of New York, upon presentation and surrender of th cing six months’ interest then due on its Consoli- 





iated Bond, Seventeenth Series, dated February 1, 1960, No. C(17 











Secretary 
End of Form of Co n 

Each of said bonds of the Seventeenth Series shall have provisions for registration endorsed thereon, in sub- 

stantially t + 
rre sions 1f Registration 

This bond may be registered in the name of the holder the books kept by the Registrar of The Port of New 
York Authority as to principal only, such registration being noted hereon t uch Registrar in the registration 
ank below t transfer sl ‘ n said book the r attorney 
duly t ted . registra I below t it ay be registration 
by the Regist Pt at ft the re ere be f to bearer shall be trans- 
ferable by delivery, but it may be again registered as before. The registration of this bond to principal shall not 
restrain the got f the ypons | ‘ ery merely. but the coupor y be surrendered and the interest 
made payable to the registered holder, in which event the gistrar shall note in the registration blank below that 
the bon reg ‘ last nterest a e 1 r pa Wiis the nernt f the holder and The Port ‘ New York 
Auth rity, t s hond a . nverte i ' 1 nd reg | ust th pris nal ar i interee? ¢ ay he reconve ted nto 
a coupor hy { again nverted int » hond ef tere as to bot! prit pal and interest s hereinabove provided, 
but alway at ‘ «ne ‘ f the } ere + ‘ ' ‘ ler a greater $1000 t hall not 
be convert d int pon f " unle ‘ ’ ‘ nverted ’ hor £ the lenomination f $] VY eact | pon 
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late 
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terest to accrue upon this bond t 


note in the registration blank below whether the bond is registered 


Date of 
Registration 


In Whose Name 
Registered 





YORK AUTHORITY 
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65 


—— 


and interest, into a coupon bond, coupons representing the 


ttached hereto by the Registrar, and the Registrar shal 
as to principal ly 





r payable to bearer 


Manner of Signature of 


Registration Registrar 


(End of Provisions for Registration) 


executed. adopt an 
































rity who shall have signed any of the bonds of tl 


e Seventeenth 


Series shall cease 





shall have been actually issued, the bonds may nevertheless be issued as though 
had not ceased to be such official of the Authority: and the Authority may, by 


se the facsimile si 


{ any person appearing on the 














oupons, notwithstanding the fact that such person may have ceased, at the hen the bonds and coupons shall 
have been issued, to hold the yearing after his facsimile signature oupons 
In nd or any pon pertaining such a i shall at any time become mutilated or 
he . tr ; \ s discre Ly ex ‘ er a new bond oupon of like tenor and 
ar xchang ra por t tilat d pon or in lieu of or in sub 
t ss al lest d or lost t 7 ond or have matured, instead of issuing 
. » cnn the A pay the same without surrender thereof. | se of destruction or loss, 
applicant substitute shall f } the Authority evidence f to it he destruction or loss 
wher ereof ‘ h se ‘ ay be required by the 
t ay ex and any such substitute bx r the Authority or any Pay 
t may k f ¢ tten request aut! 1 of e Aut ty. Upon the 
any e kk e Aut at ti ay juire the payment of a sum sufficient 
r t for stamp tax or other g ental charge ther reasonable expense connected therewith and 
5 t exce g t f t f«¢ ew bond ¢ substitution 
sued ur e : f $ section in lieu of any bond ipon alleged to have been 
° ‘ stitut i g i 1 ligat * n the ‘ f the Authority whether or not 
/e b ave beer stroye ¢ at any time enforceable by anyone, and shall be 
y 1 proportionately to the security of this resolution and of the lated Bond Resolution with 
i t bonds am spons issued hereunder thereunder 
ECT os foregoing pr s of s resolution sha nstitute a ntract with the holders of th 
nds issued pursuant to t resolut and each such holder 
; 2 The ttes ce is here thor r t of T Million Dollars 
$. 100 ,00( f i ted B t g eventeent { he e and on behalf 
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APPENDIX VII 





and to apply the proceeds of such sale or sales to the accomplishment of the purposes for which the issuance of said 
bands 1s authorized 





Said bonds shall be sold at a price wh 





sult in an average net interest cost to the Authority not in 


excess of six per centum (6% 
refunding, pursuant to Section 5 hereof, of Consolidated Notes 
sales, by purchase or redemption, at any time or times before maturity and in such amount or amounts as shall 





s hereby empowered to authorize the 





J, out of the proceeds of such sale or 








be determined by the Committee or pursu ) its authorization 
In the event the Committee on Finance makes a dete tion to sell at any time less than all of the bonds 
of the Seventeenth Series hereby authorized, it sha b re ition adopted | aid mmmittee prior to said 


sale which resolution also shall specify which of the bonds hereby authorized shall be omitted from such sale and 


























shall redesignate the vers of the bonds so deter ed to be 1 so that the bonds sold at such time shall be 
sumbered consecutively ; such resolution may omit from sale (1) all the bonds of Seventeenth Series which 
are scheduled to mature in any one or more consecutive years of the first five years of schedule 1aturity and/or 
any one OF more consecutive years of the last five year { scheduled maturity, and/or (2) bonds aggregating 
any uniform amount or any umform percentage of the principal! amount of bonds of the eventeenth Senes scheduled 
to mature in all years other than any yea omplet tted as aforesaid. Nothing herein contained shall be 
jeemed to limit the power of the Cor I se r be f the Se teenth Series authorized 
y this resolution at any subsequent t 1 i h event ich subsequent sale shall again be of less than all 
{the remaining bonds of the Seventeenth Series here uuthorized, the Committee may again, by resolution adopted 


by said Committee prior to said sale a ch re tior prir nt and 
on the same terms and conditions as aforesa 


m of numbers 











The Committee shall have power to fix the t f to determine the terms and conditions upon 
which sales shal! be ma le to make any eects le whatior leter tor estimat and t take ig withhold 
any action and to ! e and expr { ‘ i ¢ ent which may be or 
is required to be made, taken, withheld, for ted, expressed or exer the Authority pursuant t ection 3 
of the Consolidated Bond Resolution 4 ' ton precedent to the i e ol ¢ bonds of the eventeen eres 
or for the purpose of determining whether a nditions precedent to their issuance exist, the Authority hereby 
adopting all such selections, designations, determinations, actions, withholdings of action, estimates and exercises of 


judgment and discretior its wT t authorize rm r more official statements on behalf of the Authority 
describing the Authority, its financial conditior the bonds 
behalf of the Authority) ; ent or reject offers t hase said bonds; and generally to take such action as in 


by authorizes the purchaser 





i for sale, and making representations on 





the opinion of the mutter est serve the public interest. The Authority here 
ot purchasers in offer al nds for resale to use su ficial statements and representations as those of the 


Authority 
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AT HOME & ABROAD 


The New York Port Authority, 


Guardian of the Tollgates 


WILLIAM 8. FAIRFIELD 


E ACH YEAR, the roads from Florida 
4 to New York are lined with new 
vidences of a unique form of Amer 
an economic expansion. As the mo 
torist travels north, he passes posters 
announcing the efforts of the Ports 
of Georgia Authority, then the Port 
of Charleston (South Carolina) Au 
thority. Farther north, the toll bridge 
wer the Susquehanna is followed by 
Dela 


ware, which in turn leads to the New 


the new toll bridge over the 


Jersey Turnpike, a recently com 





pleted toll highway that ends on t 
Hudson shore opposite Manhattan 
The crossing to Manhattan is made 





via the Holland or the Lincoln Tun 
nel or via the George Washington 
Brid all three toll facilities that 
are the property of the Port of New 


York Authority 
More rapidly than most Americans 


realize, the highway and harbor dé 


velopments of the nation are being 


taken over by the so-called Author 


ties, quasi-public corporations cre 


ated by one or more states to develop 


facilities. These cor 


transportation 
porations derive their incomes not 


from taxes but from collection of 


tolls and In city after city and 


the Ai 


local g 


fees 


state after rity idea 





stale 


5 ‘ w?vernmer 


tching on as 





themselves il] equipped to meet 
I 


the vast new needs of modern trans 


portation. Generally, these local gov 
ernmer ok New York ¢ 
where the hr ‘ 
Port Aut r in ex 

' 

The Port of New Y k Au 
s proud to be a mode : 
modest to boast of its success “ 


September 29, 1953 


are quite a few. O hir econd ' 1x isa to pile Ip pub 
birthday this . reported tota funds by charging tolls and fea 
assets of $475 million and a record far beyond costs; its ability to use 
} roht of $20.5 million. Alor gq with hose funds to expand its empire as 
the Holland and Lincoln Tunnels it sees fit; and in general, its almon 
and the George Washington Bridge total lack of responsibility te the 
it has three Staten Island bridges people for its acts, past, present, and 
two truck terminals, three marin tuture 

one bus, and ene railroad freight In the hands of seme men, such an 


terminal 
variety of indust 
third 


ing the 


in the world, its 


one heliport 


Tia proper 


largest off 


ywn head 


and a wide 


jual 


Authority could become 


a source of 
inlimited personal wealth and per 


building sonal powe of wholesal 


corruption 
version of the pub 


ters if im ompiete suf 


mid-Manhattan. It also owns one air « intere The fact at the Gov 
port Teterboro, and yperate inder ernors of New York and New Jersey 
lease, three other LaGuardia, New have appointed only the most pubiic 
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attacks as have appeared ave i Wa ‘ i wtween the States 
variably been chalked off ety New York and New Jersey had 
personal grievance head a attempts at 
One attack, however, would e! i { needed laciliues 
well hed ha lire 1 at the € i ri | ‘ the Gov 
general theor ft unre 1 A ‘ wt and de 
ritie Ma 1 < erva | P ( act of 1921 
ive ind dua ok ask : Ve Pp \ herity and 
New York Port Autho ind a : t, as the mnt agency 
rs \ Lorities walele i ri al and trans 
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were left free to act virtually without 
restraint. 

The most important feature of the 
regulations governing the Authority 
is the stipulation that “the two said 
states will not . diminish or im 
yair the power of the Port Authority 
to establish, levy and collect tolls and 
other charges . The Authority 
has taken this as a blanket permis 
sion to collect whatever fees it de 
cides upon for as long as it wants, 
regardless of toll limitations set forth 
in such other laws as the present 
Federal Bridge Act. Thus, the Port 
Authority has so far collected $427 
million in tolls on its six bridges and 
tunnels, as compared with a cost of 
construction of these 
duding all improvements, of $266 
million. The Authority justifies such 
collections on the grounds that vari 
ous sinking funds must be set up to 
pay for less profitable Authority ac 
tivities, for retirement of bonds, and 
for future projects 

Despite all the claims made by 
Port Authority 
business corporation management,” 
primary credit for the Authority's 
present success must be given to the 
above two factors—the Authority's 
ability to charge rates figured to yield 
substantial profits and its ability to 
raise those rates at will if initial esti 
mates prove to be inadequate. Any 
corporation that can collect upwards 
of $87 million a year in tolls alone 
and can pledge those tolls against 


facilities, in 


ofhcials for “sound 


debts incurred enjoys huge borrow 
ing power to finance its expansion 


_— has not always been the 
Port Authority's reward. In its 
first decade of operation, the Author 
ity was actually much of a 
flop. It spent most of those years 
working on a grandiose plan for re 


pretty 


organizing the flow of freight traffic 
between railroads and ships in the 
port area. Such a reorganization was 
and still is—badly 
thought of as one of the Authority's 
basic missions at the time of its crea 
tion. Its plan 
considered 


needed, and was 


untortunately, was 


unrealistic by too many 
of the transportation men, and had 
to be dropped 

While this going on, New 
York State New Jersey had 
signed a separate agreement for the 
joint construction of the first road 
way link between Manhattan Island 


was 
and 


22 


OF 


and New Jersey, the Holland Tun- 
nel. After seven years’ work, the tun 
nel was opened to trafic in 1927. Its 
immediate financial success aston- 
ished even its most avid original sup- 
porters. The Port Authority quickly 
recognized it as a prize well worth 
fighting for 

Heavy pressure was put on officials 
of the two states, and the pressure 
soon paid off. On April 21, 1930, the 
Holland transferred, 
without cost, to the Port of New 
York Authority. With that valuable 
property in its hands, the Port Au 
thority was on its way 

Perhaps the first indication that 
an uncontrolled Authority's corpor- 
ate practices were likely to be no 
more righteous than the practice of 
its cousins in the world 
came-as a direct result of the Holland 
Tunnel transfer. Governor Morgan 
New Jersey had worked 
long and hard for the Port Author 
ity’s case. He was given chief credit 
for pushing the tunnel transfer bill 
through the state legislature in 1930 
Shortly afterward, his term of office 
ended and Larson was out of a job 

In May, 1932, at the nadir of the 


Tunnel was 


business 


Larson of 


depression, Larson turned up on the 
Port Authority payroll at a hundred 
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dollars a day. He was listed as a con- 
sulting engineer, despite the fact that 
his appointment came at a time 
when the Port Authority was actual- 
ly laying off engineers in sizable 
numbers. Larson, placed on a regular 
salary of ten thousand dollars a year 
in 1934, served with the Port Author- 
ity until 1945, during which period 
his private financial manipulations 
were to involve him, as a defendant, 
in at least three lawsuits. 

The acquisition of the Holland 
Tunnel also gave the Port Authority 
a chance to demonstrate its own view 
of the extent of autonomy given it 
in the Port Treaty of 1921. The 
separate bistate agreement on the 
tunnel had authorized the charging 
of tolls only as long as the construc 
tion remained unpaid. The 
states explicitly agreed the tunnel 
would be toll-free after amortization 

When the Port Authority took 
over the Holland Tunnel, it also 
took over jurisdiction of this bistate 
agreement. But the agreement's limi- 
tation on tolls was promptly ignored 
in favor of the Port Treaty's grant ol 
unimpaired power over tolls. To 
date, the Port Authority has col 
lected more than $187 million in 
Holland tolls alone, com 


cost 


Tunnel 
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pared to a total construction and 
maintenance cost through 1952 of 
only $54 million. The passenger-car 
toll for one trip remains, as always, 
fifty cents. 

The original Holland Tunnel 
agreement is not the only bistate 
compact circumvented by the Port 
Authority. The George Washington 
Bridge, opened the year after the 
Authority got the tunnel, was built 
under a similar agreement authoriz- 
ing collection of tolls only until the 
debt had been paid. In the last two 
years, the George Washington Bridge 
has led all other Port Authority fa- 
cilities in total revenue. Toll charges 
have been modified only by the cre 
ation of commuter rates to encourage 
marginal users. Annual collections 
continue to increase about ten per 
cem a year. 


Hands Off 


Actually, the Governors of New York 
and New Jersey have always had 
means to bring the Port Authority 
into line. The Port Treaty gave each 
of them veto power over all acts of 
the Authority. But the use of such a 
veto would mean not only censure 
of a Governor's own appointees to 
the Authority but also the stigma 
of hindering the type of useful proj- 
ects for which the Authority stands. 
In thirty-two years the veto has 
almost never been used. 

The Governors have not been 
alone in defaulting on their responsi 
bilities. Congress, which has final 
authority over interstate commerce, 
has also neglected its job. Congres- 
sional control over the Port Author 
ity was recognized from the start, 
when the Port Treaty of 1921 was 
sent to Washington for approval 
But once approval was granted, the 
Port Authority began to ignore Con- 
gress just as it ignored the toll limita- 
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tions in the various separate bistate 
construction agreements. Since Con 
gress had approved the construction 
agreements for the Holland Tunnel 
and the George Washington Bridge, 
the Port Authority's practice of col 
lecting tolls far beyond costs thus 
became a circumvention of Federal 
as well as state intent. 

Perhaps its early successes in self- 
expansion of autonomy gave the Port 
Authority courage. At any rate, the 
first tube of the Lincoln Tunnel was 
opened in 1937 with no attempt hav- 
ing been made to gain Congressional 
approval of the toll rates to be 
charged. This lapse may be ex 
plained by Congress's policy at the 
time, a policy which limited tolls on 
interstate bridges to the period of 
amortization. This policy, as set forth 
in the Bridge Act of 1946, is presum- 
ably still in effect 

The present Bridge Act, of course, 
does not apply to facilities construct 
ed before its passage. Since the Port 
Authority exists only with the con- 
sent of Congress, however, it would 
seem logical for the men on Capitol 
Hill to insist that the Authority re- 
vise its practices to comply with Fed 
eral law as it stands today. 

Perhaps the neglect of state and 
Federal controls over the Port Au 
thority could be rationalized if the 
Authority's operational record were 
one of perfection. Unfortunately, 
that record is mixed. Successes far 
outnumber mistakes and failures, 
but the latter are nevertheless to be 
found 


Clause and Effect 


The most obvious failure of recent 
years was the Port Authority's post 
war construction of two huge truck 
terminals, one in Newark and one in 
New York. The New York terminal, 
costing $10 million, was completed 
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in 1949. The Newark terminal, cow. 
ing about $8.2 million, was com. 
pleted in 1950. Today neither is op 
erating as planned. 

The Newark terminal was doomed 
from the start, due to a local Team. 
sters Union clause limiting the 
transfer of freight between tucks 
The Port Authority knew of th 
clause and knew what its effect would 
be. But it built the terminal anyway, 
in the vain hope that it could fore 
repeal of the restriction. The termi 
nal never unloaded a truck. Instead, 
after it had lain idle for the bene 
part of a year, the Port Authority 
leased the building to U.S. Air Fore 
at an annual rental of nearly halfa 
million dollars. 

Although the New York mud 
terminal suffered no union boycom, 
the truckers’ idea of its usefulness 
differed markedly from that of the 
Port Authority. Within a year of is 
opening, it was being used by only 
nineteen trucking companies. By the 
spring of 1952, the number had 
fallen to seven. Finally, on March & 
1952, it was shut down. This year 
the Authority turned the facility 
over to a private operating company 
to see whether it could do any beer 
in the truck terminal busines 


Wild Blue Yonder Dep't 


Another often-mentioned miscalcula 
tion of the Port Authority has been 
its overexpansion of airline-terminal 
facilities. After three dramatic 1952 
in Elizabeth, New Jersey, 
many wondered why Newark Air 
port, in the midst of a highly popu 
lated area, should be expanding 
while Idlewild, in a relatively um 
congested part of Queens, handled 
only 2,912 commercial flights during 
its peak 1951 month, compared with 
a monthly capacity of 36,000. Idle 
wild, the statisticians pointed out, 
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could in a pinch absorb all of the 
trafhe from LaGuardia and Newark 
and still be operating below capacity. 
Teterboro, the Port Authority's 
fourth airport in the area, could han 
die most private and military ai 
afc. Why, then, the need for such 
frantic activity at LaGuardia and 
Newark? 


’ Operating four airports is, of 
course, far more expensive than op 


erating one—which may help explain 
the Port Authority's net loss on air 

last year of $1,235,297. Au 
thority officials, again citing their 
“und corporate practices, argue 
that no one could have done better 
at any one of the airports 


Also open to question is the Au 
thority’s handling of its latest pet 
project, a third Lincoln Tunnel 
tube. Construction of the $90 m: 
tube, according to the Authority's 
own estimate, would pour an add) 
tional 1,200 cars an hour into the 
already agonizingly congested streets 
of mid-Manhattan. The Port Author 
itys Executive Director, Austin J 
Tobin, has maintained that “a third 
tube would [effect] a significant 

of relief for the present in 
tolerable trafhc congestion in mid 
Manhattan.” But Tobin has never 
explained how providing 
mid-Manhattan for an add 18! 
million vehicles 
do anything but 

In fact, a 1950 study by the 
Authority suggested an entirely di 
ferent solution to trafic congestion 
This study pointed out that only hall 
of the trans Hudson wathe began of 
ended its journey in mid Manhattar 
and that 
trafic now entering Manhattan mig 
be served by new gs not w 
south of Manhatta Wh w Port 
Authority 
crossings in favor i 


1 
10n 


1 Vea ‘ ossibly 


neari «9 percent ot the 


forg: abn ese new 





leading directly to m 
not to be found the pub state 
ments of Tobin on 
son seems obv \ 





Tunnel tube w i { far mor 
m tolls than new i 
wuth of Manha ed 


ee apadersnitedine 


tated at doe ‘ 


Port of New York A ity have 
do with the Port New York—that 
i, with the ac i ming ol the 


nation’s busie : r and w 


26 


front? The answer is 
tle.” Aside from its operation of some 
marine terminal facilities in Brook 
lyn, Hoboken, and Newark, and its 
promotional, lobbying, and advisory 
work in behalf of New York com- 
Authority, after the fail 
ure of its original plan for freight 
trathe, has kept itself mostly free of 


precious lit- 


merce, the 


direct involvement in the central 
business of the port. The Authority 
commissioners must have had fre 


quent cause to congratulate them 
selves on getting their feet out of the 
harbor mud: all that bad publicity 
from Kefauver, Tobey, and Dewey; 
all those questionable if not positive 
ly dangerous men—Anastasia, Ryan 
McCormack. The Authority for the 
most part stays aloof on its gleaming 
bridges, keeps cool in its tunnels, sur 
veys all below disdainfully from its 
helicopters, and maintains its own 
mpeccable law and order on its own 
premises with its own police force 
It has all the authority it wants over 
facilities, 
and it wants as little as possible over 


New 


ts own carefully selected 


the hurly-burly of the rest of 


York's port 


A Helping Hand to Newark 


Whatever the Port Authority's short 
mings may be, its financial transa 
are AL TTCrst always on the 
ulest possible basis. A good case 
n point was the Authority's leasing 
Newark Airport and Port Newark 
from the City of Newark in 1948, At 
that tome, the Port Authority argued 
iat the air and marine terminals 
ad t the Caty of Newark more 
$600,000 a year in payment ol 
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Such interest payments were al 
ways responsible for the city's loss on 
Newark Airport and Port Newark 
Actually, in its last year of control of 
the facilities, Newark made a net op 
erating profit, on both, of $313,000. 
The $914,000 in interest due on 
debts, however, converted this to a 
net loss of about $600,000 for the 
city 

Along with interest payment on 
original debts, the City of Newark 
must continue to pay for fire and 
police protection at the two termi 
nals, and for sewage disposal. Thus 
Newark would hardly seem better off 
as a result of the Port Authority's 
lease. The city has sacrificed some 
$513,000 a year in net operating 
profits. It has also sacrificed rental on 
various industrial properties at Port 
Newark that put $756,000 into the 
Port Authority treasury in 1950 
alone, for a total Newark revenue 
loss of $1,069,000 a year. In return, it 
is receiving $100,000 a year from the 
Port Authority—placing the net an 
nual revenue loss at nearly one mil 
lion dollars 
the Port 


TWELVE MEMBERS of 


_ 
Authority 


ers, who 


Board of Commission 
serve without pay, are all 


financially successful and socially 


prominent men. Most are thoroughly 
high 
list of exght com 


xperienced in corporate fh 


partial 
missioners shows them to be directors 


nance. A 


yw chief executives of some hity pri 


vate corporations with combined 
assets of about $15 billion 
Neither 


vor their 


their personal fortunes 


untainted reputations, how 


ever, place them above the normal 


influence of their backgrounds and 





their business connections. One of 
New York Port Authority commis 
sioners, for example, is Eugene F 
Moran, of the Moran Towing and 
Transportation Company and the 
Moran Lighterage Corporation. On 
the urging of the Port Authority, the 
Interstate Commerce Commission has 
set up uniform freight rates to the 
New York port area, so that the 
harges are the same whether the 


argo is unloaded on the Jersey shore 


or put on barges and carried to Man 
hattan and Brooklyn. Obviously, this 
is a great advantage to Moran, who 


ominant position in the tug 
business of New York Har 
distinct 


bor. It is a disadvantage 
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however, to the New Jersey partner 
in the Port Authority venture, since 
the Jersey shore gets none of the 
benefits of its natural location 

Ihe Board of Commissioners has 
appointed as Executive Director and 
actual manager of the Port Author- 
ity Austin J. Tobin, a square-faced 
man who dislikes “the inflexible re 
quirements common to the machin 
ery of government,” who snipes at 
rva tor stealing the good name “Au 
and who believes all com 
plaints against the Port 
be settled by noblesse oblige 
without strikes or damage suits 


thority, 
Authority 
can 


Many of Tobin's subordinates 
share his views. Robert S. Curtiss, 
who is in charge of renting conces 


sion space at Authority bus and air 


erminals, has explained why he 


lidn't use competitive bidding, as 
nost government contractors are 
forced to do The disadvantage in 


bidding,” Curtiss said, “is you don't 
ilways get the tenant you want 
bidder. I 


rules. I like to size people up myself 


you 


get the highest have no 


If I like their appearance, thei 
knowledge of the subject, their finar 
ial record, I'll take them on I 


like 
tellows 

Thus the Port of 
thority would have 
cumbed, by act and by word 


to take on some of the ‘little 
too. 

New York Au 
seem to suc 
two at 
least some of the weaknesses inherent 
Much olf 


lies outside the Port 


in its autonomy the fault 


Authority, with 
Congress and with the Governors ot 
New York New 


faulting on their responsibilities 


and Jersey, for de 


Giving the People a Look-In 


The New 


needed as 


York 


much as it 


Port Authority is 
1921 


a reassertion of 


was in 
But there is need tor 
Congressional control and for a 
tighter rein over its activities 


Congress might demand an end to 


the Port Authority's lobbying in 
Washington for favorable freight 
rates and against the Sc. Lawrence 


Seaway. Congress might also demand 


revision of the Port Treaty of 1921 
to meclude the mght of Authority 
employees to strike, a concession 8 


m based on bids, and removal trom 


ax exemption of tacilities, such a 
the industrial property at Port New 
irk i t ca 
f \ 
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Perhaps most important, C 
might force the Port Authority ~ 
comply with the Federal! Bridge Ac; 
limitations tolls. The Pon Ay 
thority, of course, would be forced i 
comply, since it exists only with the 


onsent of 


on 


Congress Complaing 


from the Port Authority Building in 
New York would be loud and long 
It is probable, though, that NO cor 
orauion planning on a net income 


of more than $20 million this vear 
succumb to a “inflexible 


will tew 


requirements 


And if all the nation’s rapidly ex 
panding Authorities were forced to 
comply with the same rules and » 

car new projects through Congres, 
seem the likely 


the people would 
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(The document referred to at pp. 1553 and 1913 follows:) 


MEMORANDUM 
ON 
FALSE STATEMENTS AND CONCLUSIONS 
IN A STORY ON 
THE PORT OF NEW YORK AUTHORITY 
IN THE SEPTEMBER 29, 1953 ISSUE OF 


THE REPORTER MAGAZINE 


In the interest of convenient reference, complete information, 
and accuracy, the major mis-statements in THE REPORTER 
story are handled separately in the material which follows. 


November 6, 1953 
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The following documentation was forwarded to THE REPORTER Magazine, 
It may be seen in Room 1527 of the Port Authority Building, 111 Eighth Avenue, 


New York City. 
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THE REPORTER: 


"In the hands of some men, such an Authority could become 
a source of unlimited personal wealth and personal power, 
of wholesale corruption and complete subversion of the 
public interest. The fact that the Governors of New York 
and New Jersey have appointed only the most public-spirited 
citizens to the New York Port Authority's Board of 
Commissioners is indeed a happy circumstance -- but not 
necessarily a foolproof one.... 


"The twelve members of the Port Authority Board of 
Commissioners, who serve without pay, are all financially 
successful and socially prominent men. Most are thoroughly 
experienced in high corporate finance. A partial list of 
eight commissioners shows them to be directors or chief 
executives of some fifty private corporations with combined 
assets of about $15 billion. 


"Neither their personal fortunes nor their untainted repu- 
tations, however, place them above the normal influence of 
their backgrounds and their business connections. One of 
New York Port Authority commissioners, for example, is 
Eugene F. Moran, of the Moran Towing and Transportation 
Company and the Moran Lighterage Corporation.” 


THE FACT: 

It is naturally a matter of considerable gratification to the 
people of the two states that The Port of New York Authority, its non- 
salaried Commissioners and its staff are devoted to honest government 


THE REPORTER, where it could find no basis for truth, implies that human 


frailties leaning toward crime might someday corrupt the Port Authority 
This innuendo is followed by a baseless and perhaps even libelous 

attempt at character assassination against a devoted public servant, 

Eugene F. Moran, Chairman of the Board of the Moran Towing and Transportation 


Company, Inc 
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The charge that uniform rates for the Port of New York 
were set up by the Interstate Commerce Commission on the urging of 
the Port Authority solely for the benefit of the lighterage business 
of one of its commissioners borders on the fantastic when it is known 
as a matter of public record that (1) such uniform rates were estab- 
lished by the ICC long before the Port Authority ever existed and 
certainly long before the time that Mr. Moran ever became a commis- 
sioner of the Port Authority, and (2) when it is known that the 
Moran Towing and Transportation Company does not engage in any way 
whatsoever in the business of lighterage of freight in the New York - 
New Jersey harbor. 

Actually, the corporation once known as the Moran 
Lighterage Corporation has not been in existence for more than twenty- 
five years. It was dissolved because it was not in fact a lighterage 
corporation, and records that go back for thirty years prove that this 


company never performed lighterage services. 


2. THE REPORTER : 


"Many normally conservative individuals... recognize 
{the Port Authority's) inherent threat to the demo- 


cratic process... its almost total lack of responsi- 
bility to the people for its acts, past, present, and 
future.... Within these appointive limits the 


Commissioners were left free to act virtually without 
restraint. " 
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THE FACT: 

The people, through their elected representatives in the 
legislatures of both states, clearly retain their democratic right to 
ultimate authority over state agencies. 

The record in this respect is clear. Our non-salaried 
Commissioners are appointed by the Governors of the respective states, 
with the approval of the respective state Senates. New Jersey 
Commissioners can be removed for cause by the New Jersey Senate. In 
New York, they may be removed by the Governor. 

Under the statutes, public minutes of commission meetings 
are transmitted to the two Governors, and are subject to the review 
and possible veto of one or both Governors. Under the statutes, the 
Port Authority is required to make annual reports to the two lexis- 
latures. 

The legislatures have taken direct action in authorizing most 
major projects of the Authority; more than eighty statutes affecting 
the Port Authority have been acted upon since 1921. Most of them have 
received unanimously favorable votes. Where there have been dissenting 
votes, they have been nominal in number. 

The municipal governments in the Port District also provides 
democratic check on certain Port Authority action. All Port Authority 
vehicular facilities are subject to statutory requirements that their 
connections to city streets be approved by the minicipalities affected, 


as well as by the Governors of the respective states. 
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The Port Authority has not "expanded its empire as it sees 
fit.” A reading of the Port Treaty and Statutes will disclose that 
the legislatures have taken direct action authorizing all Port Authority 
projects, either by inclusion in the original Comprehensive Plan or by 
subsequent specific legislation. 

Below the state level, the municipal governments in the Port 
District also provide a democratic check on certain Port Authority action. 
The Treaty between the two states, as well as the specific legislation 
adopted by both legislatures with respect to Port Authority projects, pro- 
vides that no municipal property may be acquired by the Port Authority for 
any facility without municipal consent. Since the Port Authority has no 
right to condemn such property, development of most Port Authority facili- 
ties in the Port District is dependent on voluntary agreements with the 
municipalities affected. 

As previously indicated, New York International and La Guardia 
Airports in New York and Newark Airport and Port Newark in Newark, have 
been leased from the municipalities under strict contractual controls 
upon the request of the respective municipalities pursuant to such specific 
legislation adopted by the two states. The Hoboken-Port Authority piers 
belong to the Federal Government. At the request of the City of Hoboken, 
the Port Authority undertook a study to determine the possibility of its 
taking over the responsibility of developing and operating the Hoboken 


piers. In September 1953, the Hoboken piers were leased to the Port Authority 


~“?) 


under a Federal Government-City of Hoboken-Port Authority agreement. 
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THE REPORTER : 


"One question that occurs to the uninitiated is: Just 
what does the Port of New York Authority have to do 
with the Port of New York -- that is, with the actual 
functioning of the nation s busiest harbor and water- 
front: The answer is ‘precious little Aside from 
its operation of some marine terminal facilities in 
Brooklyn, Hoboken, and Newark, and its promotional 
lobbying, and advisory work in behalf of New York cam- 
merce, the Authority, after the failure of its original 
plan for freight traffic, has kept itself mostly free 
of direct involvement in the central business of the 
port. The Authority commissioners must have had fre- 
quent cause to congratulate themselves on getting their 
feet out of the harbor mud: 411 that bad publicity 
from Kefauver, Tobey, and Dewey; all those questionable 
if not positively dangerous men -- Anastasia, Ryan, 
McCormack. The Authority for the most part stays aloof 
on its gleaming bridges, keeps cool in its tunnels, 
surveys all below disdainfully from ite helicopters, 
and maintains its own impeccable law and order on its 
own premises with its own police force. It has all the 
authority it wants over its own carefully selected facil- 
ities, and it wants as little as possible over the hurly- 
burly of the rest of New York's port 


THE FACT: 

Actually, Port Authority accomplishment in marine terminal 
improvement represents an investment and commitment on existing contracts 
totaling $29,104,000. The facilities described as "some marine terminal 
facilities in Brooklyn, Hoboken and Newark" actually are among the most 
important marine terminals of the port All were outmoded and in dis- 
repair when the Port Authority assumed responsibility for them. Under 


the Authority's program they have been developed into some of the most 


modern, efficient and busy marine terminals in the country. 
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As previously indicated, the Port Authority does not have 
the power to acquire municipally owned mrine or other terminal facil- 
ities except by agreement, and in cooperation with the respective m- 
nicipalities. The Port Compact of 1921, which created the Port Authority, 
specifically provided that no municipal property of any kind 


"shall be taken by the Port Authority, without 
the authority or consent of such... city, borough, 
village, township or other minicipality.” 


Furthermore, in Section 1 of the 1947 Marine Terminal Statutes 


(ch. 44, Laws of N.J.; Ch631, Laws of N.Y.), which authorizes 


"that mnicipalities...located within the Port of 
New York District shall be and they hereby are 
authorized to co-operate with the Port of New York 
Authority...in the development of marine terminals.” 


goes on to provide in Section 2 that: 


"nothing herein contained shall be construed to 
authorize the Port Authority to acquire any marine 
terminal owned or operated by eny municipality or 
any other property now or hereafter vested in or 
held by any municipality, without the authority or 
consent of such municipality as provided in the 


Compact....” 
In other words, the Port Authority on its own initiative cannot 
acquire a publicly owned marine terminal. It mist wait until it is invited 


to do so, and then only under agreement with the public owner. 

In Brooklyn, at the request of the State of New York in 1944, and 
after facilitating legislation had been passed, we assumed the responsibil- 
ity for transforming an inactive, deteriorated grain terminal and pier into 


a modern, efficient busy ani self-supporting port facility. Our improvements 
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to this terminal property have cost some $3,250,000. This terminal 
is now a valuable port asset in the handling of overseas grain move- 
ments. 

When the Port Authority assumed responsibility for Port 
Newark in 1948 at the request of the City of Newark, Port Newark wharves 
were so greatly deteriorated that they bore a warning sign "Dock unsafe - 
not responsible for accidents - City of Newark." The Port Authority al- 
ready has spent $20,000,000 on the Port Newerk improvement program and 
ships, tonnage, employment and revenues have increased by over 100 per 
cent as compared with the best year of municipal operation. Employment 
at Port Newark has increased from 1,742 employees with an anmual payroll 
of $6,098,000 in 1948 to 3,464 employees with an anmual payroll of 


$12,125,000. We expect that the payroll at Port Newark will increase 


another $2,000,000 in 1954 upon the completion by the Port Authority of 
three additional cargo buildings at a cost of $6,000,000. This new 
facility will make it possible to more than double the volume of general 
cargo handled at Port Newark today 

Qur record at Port Newark prompted Governor Driscoll to say in 
a letter to the Port Authcrity on March 7. 1952: } 


"The development at Port Newark is particularly 

pleasing as it justifies the best hopes of those ; 
of us who approved the legislation authorizing the 

Authority to take over and rehabilitate inadequate 

and burdensome facilities and to put them to work 

serving the expanding requirements of a great indus- 

trial area. 
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"The fact that the payroll of men working at 
Port Newark, exclusive of Port Authority em- 
ployees, totalled almost $11,000,000 in 1951, 

as compared to $5,350,000 in 1947, is a sig- 
nificant factor in the economic well being of 
the New Jersey metropolitan area. 

"The Authority accepted a Port that was badly 

in need of repairs, with leaking roofs, poor 
roads, inadequate docks and cargo sheds, chan- 
nels needing dredging, and in a short period 

of time has put all of those in first class 
shape. This is a fine achievement. As a 
result, the commerce of the area has been great- 
ly increased. The Port is now self sufficient. 
It is no longer a drain upon taxpayers. Many 
old and new industries are receiving better ser- 
vices and, hence, are in a better position to 
render better service to our citizens and to 
meet the competition from other areas.” 


At the request of the City of Hoboken and the Federal 
Government, we have undertaken a $22,000,000 Hoboken pier improve- 
ment program under the terms of a fifty-year lease. The new Port 
Authority facilities and services at Hoboken will double the present 
capacity ana employment. 

Already, the Authority has spent or committed at Hoboken 
about $5,850,000 on pier construction, rehabilitation of existing pier 
structures and improvement of the fire protection system. On 
September 28, 1953, we began construction of a $7,500,000 pier, 

Pier C -- the first new pier to be built in Hoboken in twenty-five 
years. The new pier will replace three fire-destroyed piers, and 


will be completed about a year ahead of schedule 
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At the request of Mayor William O'Dwyer, the Port Authority 
on February 19, 1948, submitted to the City of New York a proposal 
for the leasing, financing, construction, rehabilitation and operation, 
of the New York City-owned piers and other waterfront facilities. 

The Port Authority proposal included a $114,000,000 port de- 
velopment and improvement program, the construction in downtown 
Manhattan of the world's largest union produce terminal, a plan for 
traffic relief in the waterfront and market areas, the building of 
four large union railroad carfloat stations, the construction of six 
new steamship piers, the modernization of fourteen existing piers, an 
the rehabilitation of fifty-six additional piers and wharves. 

This proposal was rejected by the City and, in 1949, again 
at the request of Mayor O'Dwyer, the Port Authority submitted a re- 
vised proposal for a $91,000,000 program. This second proposal dif- 
fered from the original in that we did not renew our offer to build at 
that time the $34,500,000 union produce terminal and railroad carfloat 
station in downtown Manhattan. Under the new offer we would have re- 


constructed the burned-out Pier 57 on the North River. The new pro- 
posal took into account the 8 per cent rise in construction costs 
since the first offer was made, and there were various other minor dif- 


ferences. 


At the request of Governor Alfred E. Driscoll, we resurveyed 
that part of the Port of New York District lying in New Jersey to ascer- 


tain what areas might offer potential waterfront sites for shipping 
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termimals or for other use that would promote the economic welfare 
and efficiency of the whole port. 

As a result of this resurvey, we transmitted to Governor 
Driscoll on February 10, 1949, a recommendation for the immediate 
construction of a $13,000,000 two-pier marine terminal in Jersey 
City, & $17,000,000 restoration and development program of the im- 
portant Federally owned piers at Hoboken, and the use of a large 
part of the Bayonne Neval Base as & modern commercial marine termin- 
al. Our report also recommended the consolidation of railroad ter- 
minals on the waterfront and the establishment of all-rail joint 
rates to permit through routing to all waterfront points together 
with an adequate reciprocal switching arrangement between railroad 
companies. A copy of the report and its accompanying press release 
are enclosed for your full information. 

In New Jersey, the Port Authority actually has had the op- 
portunity to proceed with the improvement of two sectors of the 


waterfront, namely, Port Newark and Hoboken. 


3A. "...The Authority commissioners must have had 
frequent cause to congratulate themselves on 
getting their feet out of the harbor mud... 
all those questionable if not positively danger- 
ous men -- Anastasia, Ryan, McCormack....” 
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The Port Authority has no power to investigate or suppress 
crime. It has nevertheless, done everything possible within its 
statutory powers to bring the deplorable criminal situation on the 
waterfront to public attention, and has encouraged and aided the 
proper law enforcement agencies to come to grips with these conditions 
of lawlessness on the waterfront. 

Over a long period of time the Port Authority has made infor- 
mation and material related to this problem available to a number of 
official agencies and groups including the City of New York, the 
Kefauver Committee, the Board of Inquiry established by the Industrial 
Commission of the State of New York in 1951 and, more recently, the 
New York State Crime Commission. 

The Port Authority was responsible for the first comprehensive 
plan for a New York State legislative program to improve labor conditions 
and combat crime on the New York waterfront. his plan was submitted to 
the New York State Crime Commission on January 29, 1953. In this compre- 
hensive plan the Port Authority recommended the licensing of longshoremen, 
hiring agents and public loaders, the establishment of employment exchanges 
to replace the wasteful and inhuman “shape-up” hiring method, and the reg- 
slation of public loader services and charges. 

Among many Other actions of record on this subject during the 


past year was a statement before the Investigating Subcommittee of the 


Senate on Interstate and Foreign Commerce on May 7 by our Director of 
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Port Development; a public address by our Executive Director on 
May 27; and public appearances of Commissioner Bayard F. Pope, 
Executive Director Tobin and Director of Port Development Hedden 
pefore Governor Dewey's hearings on the New York State Crime 
Commission Report on the Waterfront, all on June 8. 

With various modifications, the original Port Authority 
plan was adopted by both states when they enacted their respective 
waterfront statutes this year. Ina letter dated July 2, 1953, 
Governor Dewey wrote to our Executive Director as follows: 


"Now that the waterfront legislation is lav, 
I want to express to you my deep gratitude 
for the handsome cooperation extended by the 
Port of New York Authority. 


"The basic thinking you contributed, your 
testimony and your leadership were at the 
heart of the Commission's recommendations. 
Your continuous help in early drafting of 
proposed bills and your brilliant statement 
at the hearing at the Bar Association were 
again mighty contributions. 


"Your generous gift of time and genius to 

the day and night conferences which shaped 
policy and the legislation was invaluable 

and I wish you would convey to Walter Hedden, 
your legal staff and all the others my pro- 
found respect for their capacity and grati- 
tude for the wonderful help they gave in 
making this immensely important legislation 
possible.” 








4, 
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THE REPORTER: 


“Many normally conservative individuals look askance at 
the New York Port Authority and at all the Authorities 
modeled after it. They recognize the advantages of 
the Authority system -- its freedom from politics 

and from government red tape. But they also recog- 
nize its inherent threat to the democratic process -- 
its immunity, as 4 sovereign power, from strikes by 
employees and from taxes; its ability to pile up pub- 
lic funds by charging tolls and fees far beyond costs; 
its ability to use those funds to expand its empire as 
it sees fit; and in general, its almost total lack of 
responsibility to the people for its acts, past, 
present, and future.” 


ha. "...immunity, as a sovereign power, from strikes by 
employees...” 


THE FACT: 

It is a generally accepted basic principle that public eg. | 
ployees may not strike. The courts apply as a universal rule that 
public employees do not have the legal right to strike under common 
law or the Constitution. Both the State and National Governments hy 


adopted legislation prohibiting public employees from striking. Siz- 


larly, the National Labor Relations Act does not extend the right to | 


strike to employees of the United States or to employees of Governnert 
owned corporations or any state or political subdivision thereof. 
The Commissioners of the Port Authority have always recog- 
nized that the public employer is obligated to operate under a policy 
within which the employee receives full protection in the absence of 
his right to strike. In the Port Authority, therefore, a policy has 
been developed which assures our employees all of the rights, protec- 


tions and advantages to be enjoyed in the most progressive private 


employment. 
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In the Port Authority several organizations represent and 
negotiate for employees. Port Authority employees, through these 
organizations, enjoy unity as well as an avenue for the presentation 
and settlement of grievances. Negotiations through these organiza- 
tions in relation to wages and general working conditions have brought 
about many improvements in our personnel policies. 

We make periodic surveys of private industry practices in 
the field of employee benefits and working conditions to provide fre- 
quent bases for practical comparison with our own personnel program. 
General conditions of employment in the Port Authority compare favor- 
ably with those to be found in the best of private companies. 

The Port Authority has been unusually careful in developing, 
in cooperation with the employee organizations, a method of establish- 
ing wages which assures that Port Authority wage levels are as high as 
those of private industry. 

At least once & year we make a survey of wage rates on jobs 
similar to Port Authority jobs in some forty of the most progressive 
private firms in the New York metropolitan area. For each type of job 
ve determine the third quartile outside rate and use this rate in setting 
our own rates. The effect of this policy is that our average wage rates 
in general are higher than the rate paid to 75 per cent of the people in 
similar jobs outside the Port Authority 

In addition, working with the employee organizations, a tenure 
of office policy has been developed under which no permanent employee may 


1} 
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be discharged without the right to a hearing at which he has a 


right to be represented by whomsoever he chooses. 


4B. "...immnity, as a sovereign power, 
from taxes..." 


The bridges and tunnels constructed by the Port Authority 
are public highways and the construction, maintenance and operation 
of highways is one of the primary governmental functions of the 
states. The Port Authority is merely the agency of the two states 
for the performance of this governmental operation. Public highways 
are not taxed in any of the states. 

The Port Authority, while legally tax exempt, makes certain 
payments in lieu of taxes on its terminal properties. These payments, 
equal to the sum last paid as taxes prior to Port Authority ownership 
of properties, are made pursuant to legislation enacted by the two 
states upon the recommendation of the Port Authority. This recommenda- 
tion was made by us so that municipalities in the Port District 
might be saved harmless from tax loss by reason of the exempt status 
of terminal property which we acquire for public purposes. 

We make these payments in lieu of taxes in the face of the 
fundamental premise that property of a state or an agency of a state 
held for a public purpose is exempt from taxation. As pointed out by 


4 


the New York Court of Appeals in the Bush Terminal Case (Bush Terminal 
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a state agency like the Port Authority exists not only by statute but 
also by virtue of well-established principles of the common law. 

Unlike a private corporation which exists for the purpose 
of making @ profit, the Port Authority has no stock or stockholders 
put is wholly owned and controlled by the two States. By the same 
token the states are the beneficial owners of its properties. As held 
by Judge Augustus N. Hand of the United States Court of Appeals for the 


Second Circuit in Commissioner v. Shamberg, 144 F. 24 998, 1000 (ig44s), 


cert. den. 323 U.S. 792 (1945), the Port Authority 





"...48 fully owned by the two States and 
its projects are all operated in the in- 
terest of the public without profit to 
private persons.” 

A self-supporting agency, the Port Authority must finance and 
develop its public projects without the power to tax. It is the history 
of our transportation and terminal facilities that they have been risk 
ventures and/or are marginal in nature. For this reason private interests 
are unwilling or unable to provide them. Without the benefit of a certain 
degree Of tax exemption, a self-supporting agency such as the Port Authority 
also would find it impossible to provide these public facilities. 

It need not be stressed that the relatively small loss in direct 
tax revenues on the improvements of specific properties developed and oper- 
ated by the Port Authority is more than offset by the general public bene- 
fit and the direct economic gain in property values and business in the 


imediate area of property improvement, as well as in the entire community. 
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New York International and La Guardia Airports in New | R 
York, Newark Airport and Port Newark in Newark are owned by the : ie 
respective municipalities, and The Hoboken-Port Authority Piers 
in Hoboken are owned by the Federal Government. All of these ' 
properties were therefore tax-exempt at the time the Port Authority 
was requested by the municipalities to relieve them of the burden j 
of financing, developing and operating these facilities. There has 
been no change in their tax-exempt status. Under the various cone 
tracts, when these air and marine terminals revert to their respectiy 
government owners at the end of the leases, all improvements financed 


by the Port Authority will be turned over to them without cost. 


THE REPORTER: 


" 


..-its (the Port Authority's) ability to use those } 
funds (net revenues) to expand its empire as it sees 

fit; and in general, its almost total lack of respon- 
sibility to the people for its acts, past, present 

and future.” 


THE FACT: 

On his first visit to the Port Authority, the representative 
of THE REPORTER magazine disclosed that his interest in a Port Authorit) 
story was prompted by the introduction in Congress of H. J. Res. 375, 
introduced on May 14, 1952 by Representative Alfred D. Sieminski of 
Jersey City. The Resolution asked Congress to rescind its nsent for 


the creation of the Port Authority. Following hearings before a Sube- 


committee of the Committee on the Judiciary of the House, the 
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pesolution was rejected. The press in the New Jersey-New York 
port District applauded the action of the Committee, 


At the hearings on the Sieminski resolution, Governor 


EEE 


thomas E. Dewey of New York and Governor Alfred E. Driscoll of New 
ty Jersey, 88 well as former Governor Herbert H. Lehman of New York 


} and former Governors Walter E. Edge, Charles Edison and A. Harry Moore 


8 of New Jersey, urged the rejection of H. J. Res. 375. 
On the subject of this Resolution the NEWARK EVENING NEWS on 


tive my 16, 1952 said editorially: 


ced "It is misrepresentation to portray the Port Authority 
as @ super state, sovereign and irresponsible. It can 
take no important action over the disapproval of either 
of the Governors, the effectiveness of whose control 
has been demonstrated on several recent occasions. 


"Moreover, Port Authority discretion is subject to re- 
vision and limitation by the Legislatures of New York 

} and New Jersey. If it exceeds its powers, the courts 
can apply restraints. And finally, it must satisfy the 
investors who buy its bonds that its projects are sound 
and its management is competent. 


"If there were no Port Authority, there would be an 

j agency called something else, doing the same job and 

| with substantially the same powers, for the authority 
fills an indispensable role in the transportation system 
of the metropolitan area.” 


ive 
Governor Driscoll, in his testimony before the Congressional 
ority| 
Subcommittee hearings on Mr. Sieminski'’s Resolution, commented about the 
dy i 
Port Authority and its work as follows: 
"In most instances the very improvements that concern us 
for | today have been asked for by citizens, so that we are 
not here discussing a great interstate organization that 
ae has been constantly looking for new fields to conquer. 
» DW « 
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On the contrary, we are considering a great pro- 

ductive interstate agency that has assumed res- 

ponsibility at the request of the Legislatures of 

the two states to meet a great public need.” 

Port Authority facilities require long periods of develop. 
ment before they become self-sustaining. The REPORTER story there- 
fore can truthfully point out that several of our facilities are not 
yet self-supporting. If this were not true, these facilities would 
perhaps have been provided by private capital. As previously stated, 
the Staten Island Bridges operated at a deficit for eighteen years, 
The Lincoln Tunnel was in the red for the first eight years of its 
operation; some of our new facilities including the airports, the 
truck and bus terminals are necessarily incurring deficits through 
their developmental years. 

It was this hard, cold pra:tical financial problem that 
prompted the legislatures of the two states in 1931 to direct the 
Port Authority to pool the net revenues of all its terminal and trans- 
portation facilities in a General Reserve Fund. (Ch.48, Laws of N.Y. 
1931 as amended by Ch. 163, Laws of N.Y. 1945; Chapter 5, Laws of 
N.J. 1931 as amended by Ch. 197, Laws of N.J. 1945). 

Thus, the legislatures early established as a basic concept 
that the Port Authority would use its surplus net revenues as a credit 
base on which to finance the development and operation of marginal pub- 


lic facilities that in most instances require long periods of develop- 


ment and operation before they can become self-supporting. The 
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alternative, the legislatures recognized, was full support of 
such public projects by the general taxpayer. 

The unwillingness of the general taxpayer to agree to 
such full support has been evidenced over the past several years 
by the request of municipalities in the Port District that the 
Port Authority relieve them of responsibilities for the develop- 
ment and operation of their marine and air terminals. This 
taxpayer unwillingness has been manifested in many ways in re- 
lation to public transportation and terminal facilities not only 
in the New Jersey-New York Port District but throughout the 
country. 

Under this basic concept of Port Authority financing, 
and in spite of greatly increased construction costs, the Authority 
will be able to carry out its program for essential public projects 
whose financing may involve commitments as high as $500,000,000. 
Already, it is going forward with a $90,000,000 Third Tube of the 
Lincoln Tunnel. And it is expediting a study on the need for a 
fourth vehicular crossing between New York and New Jersey that 
would cost at least $250,000,000. Such a crossing could never be 
self-supporting at present toll rates. 

On June 6, 1953, Judge John Drewen of the Superior Court 
of New Jersey, holding that the Port Authority's construction of the 
Third Tube of the Lincoln Tunnel was fully authorized by the States 


of New York and New Jersey stated 
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"What must be remembered is that of the joint ' 
sovereignty of the two states The Port Authority 

is but the performing agent, designed to effectu- f 
ate particular objects within the sphere of a 

comprehensive plan. The agency, the objects and ; 


the plan are those of the states; and whatever 

implementations of power, authority, operation 

and ownership have been or may be resorted to : 4 
for equipping the agent with the faculties of 

readier and more convenient accomplishment, they 
are but implementations nonetheless." i 


continued: 


"Moreover, in their creation of such devices the 
states yield not a whit of their sovereign control 
of the agent, either for its restraint to the ut- 
most, or for its utter extinction and the sub- 
stitution of other means to the ends in view. The 
Port Authority has no latitude in the execution of 
ts purpose save that which the states have given 
it. The states’ system of surveillance and control 
is what the states have ordained it should be, and 
the outstanding feature of the system is the mak- ; 
ing of annual reports to the Legislatures of both 
states setting forth in detail the operations and 
transactions conducted by it (The Port Authority) ; 
pursuant to this agreement and any legislation 
thereunder. (Compact Art. VII; R.S. 32:1-8)." 
(Port of New York Authority et al. v Township of 


Weehawken et al., Superior Court of New Jersey, 
Chance Division, Docket No. C-2001-52, Aug. ;: 






~ 





On March 18, 1940, the New Jersey Legislature adopted a 


resolution appointing a Joint Legislative Committee to study the 


Port Authority's toll structure. The unanimous report of the Com- 


mittee concluded that the bi-state port program was a dynamic one 


which would require the further development of the terminal and 


transportation facilities of the New Jersey-New York Port District. 


The report stated that the policy of the two states with respect to 


ny 
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the financing of their joint port program through the Port 
Authority was an authoritative expression of legislative policy. 
It continued that the policy reviewed by the Committee has never 
peen contravened by either the legislature of New Jersey to 
which it was submitted, or by the legislature of New York. In 
fact, its policies have been implemented through the statutes 
which have been enacted from that time to the present. The 
Committee summed up its conclusions as follows: 


"Briefly stated, then, the question as to 
whether the present plan providing for the 
retirement of all debt by the year 1977, or 

the newer plan which, upon certain assumptions, 
provides for the retirement of all debt by the 
year 1960, resolves itself about the fundamental 
concept of the purpose of the Port of New York 
Authority. In other words, your committee had 
to determine whether or not it conceived the 
Port of New York Authority to be a dynamic 
agency for the development of future Port 
facilities as the needs for such facilities 
might be indicated as time goes on, or whether 
the development of the Port District as pro- 
vided by existing facilities, is sufficient 

for all needs, thus halting future developments 
and the assumption by the Port of New York 
Authority of a static role -- that is, a role 
primarily intended to be concerned principally 
with financial matters. 


"Under the latter role, the function of the Port 
of New York Authority would be limited to finan- 
cial administration of such a character that the 


« «4 
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principal function of the Authority would 
simply be the retirement of debt incurred 

in connection with the present facilities. 

If this latter conception were to be adopted 
concerning the function of the Port of New 

York Authority, the question as to whether 

the debts should be retired by 1960 or 1977 

is not so important, since beyond doubt, 

with proper maintenance of present facilities 
the life of these facilities will extend far 

beyond the year 1977. 


"Under the static conception then, it would 
ve perfectly feasible from a financial view- 
point to inaugurate some toll reduction 
policy, and prolong the time when the facili- 
ties would be clear of indebtedness. 


"Your committee feels very strongly, however, 

that this would be a very shortsighted view to 
take. It does not and cannot subscribe to the 
concept that no further developments in the 

Port District will be desirable or necessary 

in the future. 


"Your committee, therefore, has adopted the 
dynamic concept of the Port of New York Authority, 
the concept which contemplates further development 
of the facilities in the Port District as the need 
for such facilities is indicated from time to time. 
The adoption of this concept is more truly in line 
with the fundamental purpose upon which the Port 
District was created, namely; for the continuous 
development of port facilities. 


"Once this conclusion was reached, it was evident 
that the best interests of the public would be 
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served by retiring present Port Authority 
indebtedness at as rapidly a rate as the 
revenues would permit, thus insuring that 


the Port of New York Authority would be 


in such financial condition that it could 
undertake the establishment of new facili- 
ties if and when needed and authorized by 


the States of New Jersey and New York.” 
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Since this report, the legislatures of New Jersey 


and New York have adopted numerous statutes reflecting their 


complete concurrence with the philosophy of the above report. 


Subscribing completely to the dynamic concept of the Port 


Authority as a continuing agency to provide needed public 


provements , they have adopted legislation to authorize or 


facilitate the Port Authority in providing: 


A grain terminal 


Truck terminals 


A bus terminal 


Marine terminals 


Air terminals 
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This legislative record establishes that the legislatures 


have themselves, as the elected representatives of the people, chosen 


for the Port Authority the course which is followed when it provided 


its new facilities. 
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THE REPORTER: j 


",..its ability to pile up public funds by charging 
tolls and fees far beyond costs;... i 


“The most important feature of the regulations 
governing the Authority is the stipulation that 

"the two said states will not...diminish, or 

impair the power of the Port Authority to establish, 
levy and collect tolls and other charges...' The 
Authority has taken this as a blanket permission to 
collect whatever fees it decides upon for as long 

as it wants, regardless of toll limitations set 

forth in such other laws as the present Federal Bridge 
Act.” 





Throughout the story there runs the false declaration that 
the Port Authority's toll structure is illegal and that its charges are 
excessive and arbitrary. Through half truths and innuendoes readers are 
led to believe that the Port Authority, prompted by undefined self-interest, | 
is pursuing a course which is meant to defraud the users of its public 
facilities. The story ignores the law in these matters, to say nothing of 
the Constitution. 

THE REPORTER quotation from the Bridge and Tunnel Unification 
Act omits the all-important phrase which indicates the states' purpose in j 
removing the regulation of tolls from their jurisdiction. The statute 
states that: 

"The two said states will not, so long as any such 

bonds or other obligations remain outstanding and 

unpaid, diminish or impair the power of the Port 

Authority to establish, levy and collect tolls and 


other charges...” 
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This Agreement by the States of New York and New Jersey was, 
of course, made imperative in order that Port Authority facilities might 
be financed through the sale of revenue bonds to the public. Port 
Authority bonds do not pledge the credit of the stetes. 

Port Authority tolls comply fully with applicable Federal 
law. The interstate bridges were built under the terms of the Federal 
Bridge Act of 196. This law requires that interstate bridge tolls must 
be reasonable and just. It empowers the Secretary of the Army (formerly 
the Secretary of War) to prescribe reasonable rates of toll at any time. 
In 1937, 1946 and 1950, after thorough investigation, the Department of 
the Army concluded that the toll rates at the George Washington Bridge 
were not excessive. As late as 1949, the Department determined that the 
rates at the Port Authority's Staten Island Bridges were reasonable. 

Since all Port Authority bridges were completed before 1946, 
the Federal Bridge Act of 1946 has no application to our tolls. Actually, 


Congress has not inflexibly espoused the provisions of the 1946 Act that 


me 


frees even same the newer bridges from tolls above operating costs 


after thirty years. When the Delaware River Port Authority compacts were 
approved in 1952, Congress relieved that bi-state agency of this provision 
of the 1946 Act and substituted a provision that permits tolls on all its 
interstate bridges for fifty years, and then renews this fifty-year period 
after the nstruction of each new bridge by the Authority. 


Actually, Port Authority tolls have been substantially reduced 


Over the years. The Staten Island Bridges have been operated for the past 








~ 


twenty-one years with a thirty-day commutation ticke 
commuter toll down to 23 cents a trip. These bridge 


at a considerable deficit until 1946. Of the total 


Island Bridge traffic, 39.2 per cent moves on this r 
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while 50 per cent of the weekday traffic enjoys the 23-cent rate, 


In 1950 a commutation rate of 25 cents a trip was established 


on our Hudson River Crossings -=- the George Washington Bridge and the 


Lincoln and Holland Tunnels. In 1951 we broadened the base of the re- 


duction in our tolls through a regular user's ticket 


twenty-five trips for ten dollars, good for two years 


year in which the ticket is purchased. This brings 
users down 20 per cent to 40 cents. Commercial scri 
10 per cent reductior 


At the present time, 33 per cent of the m 
George Washington Bridge, 27 per cent using the Lin 
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per cent using the Holland Tunnel take advantage of 
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ru PACT: 


Following the court decisions which declared the Port 
Authority to be immune from suit, the Port Authority at first in- 
sisted on provisions in its liability insurance policies obligating 
the insurance companies not to assert the defense of immunity. 
later, as subsequent decisions indicated, immunity could not be 
vaived, and as the Port Authority increasingly became a self-insurer 
on its public liabilities, the Commissioners set up proceedings for 
the presentation and hearing of claims against the Port Authority, 
including provision for review of substantial claims by a committee 
of the Commissioners. 

Beginning in 1947 the °ort Authority sponsored various 
statutes to permit suits against it, first by municipalities from 
which it had leased facilities, and in 1950 and 1951, by the general 
public. One of the difficulties in procuring consent for such general 
suability was the policy in New Jersey against suits against state 
agencies. Thus, the New Jersey Legislature in 1950 refused tc concur 
in the New York Act permitting suits against the Port Authority. When 
the Port Authority resumed its sponsorship of such legislation in 
1951, it was finally passed. 

Port Authority Commission meetings are public and are 
covered regularly by the press. Authority records are public. Re- 


quired to do so in some instances, and as a matter of policy in others, 
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the Authority almost invariably holds public hearings in 


with its major public proje 
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"The most obvious failure of recent years was the Port 
Authority's postwar construction of two huge truck 
terminals, one in Newark and one in New York. The 
New York terminal, costing $10 million, was completed 
in 1949. The Newark terminal, costing about $8.2 
million, was completed in 1950. Today neither is 
operating as planned. 


"The Newark terminal was doomed from the start, due to 
a local Teamsters Union clause limiting the transfer 
of freight between trucks. The Port Authority knew of 
the clause and knew what its effect would be. But it 
built the terminal anyway, in the vain hope that it 
could force repeal of restriction. The terminal never 
unloaded a truck. Instead, after it had lain idle for 
the better part of a year, the Port Authority leased 
the building to U. S. Air Force at an annual rental of 
nearly half a million dollars. 

"Although the New York truck terminal suffered no union 
boycotts, the truckers' idea of its usefulness differed 
markedly from that of the Port Authority. Within a year 
of its opening, it was being used by only nineteen truck- 
ing companies. By the spring of 1952, the number had 
fallen ty) seven. Finally, on March &, 1952, it was shut 
down. This year the Authority turned the facility over 
to a private operating company to see whether it could 
do any better in the truck terminal business." 


THE FACT: 

The recommendation of a system of inland terminals for freight 
handling dates back to the joint report of the New York, New Jersey Port 
and Harbor Development Commission in 1920 and was incorporated into the 
Comprehensive Plan for the development of the Port District adopted by 
the legislatures of the two states in 1922. Article 6 of the 


Comprehensive Plan provides that the determination of the exact location 
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of terminals as well as other improvements under the Comprehensive Plan 


shall be given by the Port Authority after public hearings and further 


study. This requirement has been zealously followed by the Port Authoriy 


in all phases of the development of terminal facilities pursuant to 
the Comprehensive Plan. Hearings have been had in which the proposal 
of each location has received strong endorsement from the municipali. 
ties, manufacturers, motor carriers and civic associations and others 
interested in the Port of New York. 

One of the most difficult and costly features of street 
traffic congestion in the metropolitan area is the movement through 
city streets of huge tractor-trailer trucks. The Port Authority's 
great union truck terminals built following public hearings in 
Manhattan and Newark, are situated outside the central areas of the 
two cities. They offer a practical method for reducing shipper and 
consumer costs as well as traffi congestion and permit over-the-road 
carriers to drop their small-lot freight at one platform for pickup 
and delivery in consolidated loads on smaller trucks moving in zoned 
areas. In years to come, there no doubt will be more such terminals 
not only in this area, but in congested metropolitan areas throughout 
the country. 

The Port Authority undertook to provide in Newark, on a 
29-acre site, the world's largest and most modern Union Truck 


Terminal at a cost of $8,300,000. Construction was started in 


August 1947 and was scheduled for completion by the end of 1949. 





s 


$5 
476 
qui 
con 


Uni 


to 


Bre 


abd! 


24 


obs 


st: 





PORT OF NEW YORK AUTHORITY 1755 


More than a year after the commencement of construction, the 
A. F. of L- Chauffeurs and Teamsters Union in Newark inserted in its 
contract a clause that would prevent operators from using the Newark 
Ynion Motor Truck Terminal. 

On December 15, 1948, the Port Authority's Executive Director 
pade a public statement which appeared in the newspapers of this area 
to the effect that the Port Authority was, without delay, cancelling 
$850,000 worth of essential equipment required for the completion of 
the terminal. Mr. Tobin stated at that time: "The action of Local 
478, the A. F. of L. Chauffeurs and Teamsters Union in Newark, in re- 
quiring over-the-road truck operators employing Local 478 to sign a 
contract which would prevent these operators from using the Newark 
Union Motor Truck Terminal" made it inadvisable for the Port Authority 
to complete the terminal. 

In February 1949, the Executive Board of the International 
Brotherhood of Teamsters expressed its views on truck terminals such 
as those provided by the Port Authority when it said: "It is desir- 
able that forward-looking projects, such as the union motor truck 
terminals be encouraged in order that over-the-road and local truck- 
ing operations should not be strangled by city street congestion and 
obsolete terminals.” 

Our efforts, however, to get Local 478 to withdraw the ob- 
structionist clause from its contract failed. Finally, the Executive 


Board of the International Union took a position in opposition to 
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Local 478 and in a letter to the Local, released to the press in Miagi 
on February 5, 1951, said: "Local 478 shonld and could have found, | 
means to allow the opening of the (Port Authority) terminal.” The 
(Executive) Board noted that the clause, inserted in the Local 478 


contract after the Port Authority had started construction of the 


terminal, which limits the transfer of freight at terminals in the 


Newark area to shipments under 5,000 pounds, "can only hamper and ig. 
pede the proper expansion of the trucking industry and in the long mp 
prove a detriment to our members who must find employment and earn 
their wages in that industry.” 

The International advised Local 476 that it "is now on 
notice that the provision of its contract which would prevent the use 
of an existing terminal erected after public hearings as a mandate 
from the Legislatures of New York and New Jersey will not receive the ' 
approval of the International Union when such contract's present ex- 
piration date arrives. No renewal or continuation of the present 
contract containing the same or similar clause will be approved by 
the International Union." 

The members of the General Executive Board of the Inter- 
national when it took this action included Daniel J. Tobin, general 
president; John F. English, secretary general of the General 


Executive Board; Dave Beck, a vice president and leader of the 


International on the West Coast; and M. J. Cashal, first vice presi- 


dent. 
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In the meantime, the Peoples Express Company offered the 
port Authority a rental of $96,000 a year for the Newark Terminal, 
as compared with an estimated debt service of $498,000 a year on 
the property. The Port Authority immediately, on August 24, 1950, 
pade public a request to the Senate Crime Investigating Committee 
"to investigate the circumstances surrounding the efforts of the 
Peoples Express Company, 497 Raymond Boulevard, Newark, New Jersey, 
to obtain control of the Port Authority's recently completed 
$8,300,000 Newark Union Motor Truck Terminal at a ridiculously low 
figure for a term of from twenty-five to fifty years." 

It was obviously impossible for the Port Authority to 
operate its Newark Terminal until Local 478 eliminated from its con- 
tract the clause limiting the transfer of freight at terminals in 
the Newark area to shipments under 5,000 pounds. To protect its 
public investment and to assure the use of the terminal for public 
purposes, the Port Authority therefore rented the terminal to the 
United States Air Force in connection with the nation's Mutual 
Defense Assistance Program. The Air Force pays a rental of $421,754 
a year on the terminal, or approximately the amount of the estimated 
debt service. 

The Newark Terminal will be operated for its intended pub- 
lic use when the Air Force no longer requires it for the Mutual 


Defense Assistance Program. 
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In reference to the New York Truck Terminal, on January 12, 
1953, in a public statement which appeared in the metropolitan news- 
papers, Executive Director, Austin J. Tobin said: i 


"The Truck Terminal, provided by the Port Authority to 
relieve truck traffic congestion over the City streets 
and to reduce the cost of transporting truck freight, 
functioned satisfactorily from the outset and the loca- 
tion and design proved to be correct. The division of 
operating responsibility, however, did not work out. 
Since the over-the-road carriers were not themselves 
in position to establish a joint operating agency at 
the time the terminal opened in November 1949, the 
Port Authority assumed responsibility for platform 
space and operation. 


"Until the platform was closed to permit reorganiza- 
tion and operation by a joint agent of the truckers 
themselves, licensed local truckmen had performed 
the local joint delivery operation. Over-the-road 
carriers had scheduled the movement of loaded trucks 
into and the placing of empty trailers out of the 
terminal. As a result, it was difficult to maintain 
@ smooth flow of freight across the platform between 
the over-the-road carriers and the pickup and deli- 
very operators, particularly when there was a shortage 
of available truck equipment." 


In March 1953 the terminal reopened, and is now being opera- 
ted by a joint operating company of five over-the-road carriers, with 
three additional carriers renting platform berth space from the opera- 
ting company. The new operation is now providing the important public 


service for which it was built. 
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{HE REPORTER : 


a 


"While this was going on (The Port Authority's attempt 
to reorganize the flow of traffic between railroads 
and ships in the port area), New York State and New 
Jersey had signed a separate agreement for the joint 
construction of the first roadway link between 
Manhattan Island and New Jersey, the Holland Tunnel. 
After seven years' work, the tunnel was opened to 
traffic in 1927. Its immediate financial success 
astonished even its most avid original supporters. 

The Port Authority quickly recognized it as a prize 
well worth fighting for 

“Heavy pressure was put on officials of the two states, 
and the pressure soon paid of. On April 21, 1930, 

the Holland Tunnel was transferred, without cost, to 
the Port of New York Authority...." 


The Bridge & Tunnel Unification Act of 1931 provided for 
Port Authority payment to the States of New York and New Jersey of 
the amount each had contributed toward the construction of the Holland 
Tunnel. Accordingly, the Port Authority paid $50,000,000 for the Holland 
Tunnel. This was accomplished through the issuance of bonds in that 
amount which were accepted by the two states as reimbursement for their 
investment. 

While the Port Authority was created in 1921, the agreement 
between New York and New Jersey for the construction of a tunnel under the 
Hudson River was signed in 1919 

The bi-state legislation under which the operation of the Holland 
Tunnel was transferred to the Port Authority was enacted by the unanimous 
vote of both Houses of the Legislatures of both States. 

The story infers that former Governor Morgan Larson of New 
Jersey was surreptitiously hired in 1932 by the Port Authority as a 
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consulting engineer. Governor Larson's name appeared conspicuously 
as a consulting engineer in our Annual Reports of that period, as 
reviewed by the editorial representative of THE REPORTER. There 


was nothing secret or sinister about his employment. Governor 


ee 


Larson's "financial manipulations” which THE REPORTER stated in- 
volved him as a "defendant, in at least three lawsuits,” were in 


no way related to his employment in the Port Authority. 


10. THE REPORTER: 


"Another often-mentioned miscalculation of the Port 
Authority has been its over expansion of airline 
terminal facilities. After three dramatic 1952 
crashes in Elizabeth, New Jersey, many vondered why 
Newark Airport, in the midst of a highly populated 
area should be expanding while Idlewild, in a rela- 
tively uncongested part of Queens, handled only 
2,912 commercial flights during its peak 1951 month, 
compared with a monthly capacity of 36,000. Idlewila, | 
the statisticians pointed out, could in a pinch ab- 
sorb all of the traffic from La Guardia and Newark and 
still be operating below capacity. Teterboro, the 
Port Authority's fourth airport in the area, could 
handle most private and military air traffic. Why, 
then, the need for such frantic activity at La 
Guardia and Newark?" 


THE FACT: 

THE REPORTER arbitrarily declared in effect that since the 
sum of the air traffic movements in 1951 at New York International, 
La Guardia and Newark Airports is less than the total theoretical 2- 
hour runway capacity of New York International Airport, all air traf- 


fic in the metropolitan New Jersey-New York area, could and should 
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pe transferred to New York International. 

The Port Authority is charged with the statutory obliga- 
tion of considering each airport, not as an isolated facility, but 
as a part of a unified regional system. And even if this statutory 
obligation did not exist, the Port Authority would be forced by the 
facts to seek means toward accomplishing this objective. 

In June 1950, a staff of consultants completed and the 
Port Authority published a study entitled "Air Traffic Forecast 
1950-1980 New York-New Jersey Port District." This study was done 
for the Port Authority to ascertain the volume of air traffic which 
will be generated in the metropolitan area of New Jersey and New 
York over the next thirty years so that the facilities required to 
handle the air traffic could be determined, planned, financed, and 
constructed. 

The results of this study indicated that air traffic re- 
quirements could be accommodated in this, the world's greatest 
transportation center, only through a regional system of airports 
located so as to assure their ready accessibility to the various 
parts of the Port District. 

It is clear from an operational standpoint that no single 
airport, regardless of size or efficiency, could possibly handle 
this great volume of air transportation. 

Actually, New York International could not today handle 
the peak-hour traffic at La Guardia and Newark Airports in addition 


2A 
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to its om. But even if the runways and other facilities on the air. 
port could handle such traffic, it would be impossible to find suffi. 
cient air space to funnel all of the traffic in the Port District in. 
to and out of one airport and still maintain the vertical, horizontae) 
and lateral separation between aircraft required for safety reasons by 
the Civil Aeronautics Administration. 

In reference to the tragic aircraft crashes in Elizabeth yo 
will recall that these crashes did not occur at Newark Airport. Pilots 
and other air transportation experts and officials consider Newark Air. 
port one of the safest in the world. In this respect, General James 
H. Doolittle, chairman of the President's Airport Commission at the 
dedication of the new Terminal Building at Newark Airport on July 29, 
1953, said: 

"I can assure you that Newark Airport, with ite fine 

new instrument runway and the comparatively clear 
approaches to that runway, is one of the best and 
safest airports in the world... 

"I am convinced that with all the many factors, con- 
siderations, and criteria involved in the selection, 
construction and operation of a major airport, there 
is no location in the western part of this great met- 
ropolitan area which could be more satisfactory for 
an airport than the site (Newark Airport) on which 
we stand today... 

"I am sure that aviation in the next fifty years will 
provide even greater public service than it has in 
the first fifty. During that time, Newark Airport 
must continue to keep pace with progress, as it has 
in the past. It is to be confidently expected that 


it will be one of the nation's great airports on its 
50th birthday, just as it is on its 25th.” 
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The increase in traffic at New York International Airport 
has been phenomenal. At the time the Port Authority assumed obligation 
for its financing, development and operation under a 50-year lease with 
the City of New York in 1947, International Airport had not yet been opened 
to air traffic. During the year 1952, this great international terminal 
pecame one Of the top ten airports in the United States in air car- 
rier traffic. It handled during that year more than 105,000 aircraft 
movements; 2,347,000 passengers, of which 820,000 were destined for or 
arrived from overseas; and 118,000,000 pounds of mail and cargo. And I 
might add these totals will be exceeded in 1953. Our lease with the City 
calls for a $200,000,000 improvement program at the two airports and 
already we have spent and committed $62,800,000 of this amount. 

Terminal facilities at the airport have been expanded 
almost a thousand per cent This air gateway connecting the United 
States with air traffic centers throughout the world has been pro- 
vided just in time to assure the availability of the Port of New 
York to the mounting volume of overseas air trade and travel which 
otherwise would have been lost to metropolitan New York and New 
Jersey. In 1952 more overseas travelers arrived at and departed 
from the United States by way of air than traveled by ship. To 
accommodate this traffic and the anticipated potential at 
International Airport in the near future, construction will commence 
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on a great new Permanent Terminal Building that will be about thre, 
times the size of the facility just provided at Newark. 


ll. THE REPORTER: 


"A Helping Hand to Newark 


"+A good case in point was the Authority's leasing 
of Newark Airport and Port Newark from the City of 
Newark in 1948. At that time, the Port Authority 
argued that the air and marine terminals had cost 
the City of Newark more than $600,000 a year in 
payment of interest on debts incurred in con- 
struction. If the Authority leased the facilities, 
it was claimed, Newark taxpayers would be relieved 
of this drain on the city treasury. 


"The loss statement was perfectly true. But when 
the Port Authority did lease the two terminals, at 
$100,000 a year, it declined to accept responsi- 
bility for the old construction debts. Today, 
Newark continues to pay about $900,000 a year in 
interest on debts. 


"Such interest payments were always responsible for 
the city's loss on Newark Airport and Port Newark. 
Actually, in its last year of control of the fa- 
cilities, Newark made a net operating profit, on 
both, of $313,000. The $914,000 in interest due 
on debts however, converted this to a net loss of 
about $600,000 for the city. 


",..The City has sacrificed some $313,000 a year 

in net operating profits. It has also sacrificed 
rental on various industrial properties at Port 
Newark that put $756,000 into the Port Authority's 
treasury in 1950 alone, for a total Newark revenue 
loss of $1,069,000 a year. In return, it is re- 
ceiving $100,000 a year from the Port Authority -- 
placing the net annual revenue loss at nearly one 


million dollars." 
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FACT: 

On December 27, 1945, the Commissioners of the City of 
fewark requested the Port Authority to make a study of and pro- 
posal for the possible future financing, development and admini- 
stration of Port Newark and Newark Airport by the Port Authority. 

The recommendation that the Port Authority be asked to 
make this study and submit this proposal originated in a report 
submitted by Harland Bartholomew and Associates to the Central 
Planning Board of the City of Newark in October 1945. It was trans- 
mitted in turn by the Central Planning Board to the Newark City Com- 
gission. The Bartholomew report stated in its recommendation: 


"Looking to the future, there is no question but 

that there is much need for a great seaport and 
airport at the locations which Newark has developed 
for these two facilities. Since the location and the 
traffic of both the seaport and the airport are so 
completely integrated with the remainder of the New 
York metropolitan area, it is unwise for Newark to 
attempt to further develop these facilities by ite 
self. Their greatest usefulness and the maximum 
volume of traffic to be expected will be attained 
only through their coordination with other facili- 
ties in the New York metropolitan area. Only in 

in this way will the seaport and airport reach their 
maximum usefulness and their greatest and most logi- 
cal volume of traffic. 


"Newark is now carrying a substantial debt on both 
seaport and airport, and it will be many years be- 
fore this debt can be liquidated. It now repre- 
sents about 24 points on the tax rate for the sea- 
port and about 5 points for the airport. New im- 
provements and facilities are needed in the immedi- 
ate future which are estimated to cost approximately 
4 million dollars for the seaport and approximately 
12 million dollars for the airport. Before 
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completing the ultimate development, an additional es. 
timated 22 million dollars will be required for the seg. 
port and 8 million for the airport. Newark taxpayers 
should not be called upon to carry this additional 
load.... 


"In seeking some new and higher level of government 
to take over and operate the seaport and airport, 
consideration might be given to either a new local 
port commission, a metropolitan district authority 
or a state authority.... 


“A local port commission would not accomplish the de- 
sired objective for it could not bring about the ne- 
cessary closest integration with the various forms 
of transportation in the New York metropolitan area. 
Furthermore, even though it might accomplish more 
efficient and effective administrative policies and 
practices, the cost would still have to be borne by 
the Newark city taxpayers. 


"In considering the possibilities of a metropolitan 
or state authority, we find already a well estab- 
lished agency specifically created for these par- 
ticular functions in The Port of New York Authority 
established by the states of New Jersey and New 
York and whose membership is equally divided be- 
tween the two states. This agency is peculiarly 
well constituted to handle facilities of this type 
and has a large staff with long experience in all 
forms of transportation in the New York metropoli- 
tan area. If a new local port commission were 
created, it would take many years to create a staff 
of equal competence and experience and the over- 
head expense would amount to a substantial sum 
annually. The Port of New York Authority, at 
present, has very large financial resources be- 
cause of its exceptionally fine credit rating and 
issues bonds at very low interest rates.... 


"It would be illogical to create a new metropolitan 
or state agency for this would be a duplication of 
the functions of The Port of New York Authority. 


"Assuming that The Port of New York Authority would 
be interested in taking over these two great fa- 
cilities, it is strongly recommended that this line 
of action be pursued to the fullest.” 
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THE REPORTER states that the City received an alleged net 
operating profit (the difference between gross income and operating 
expenses) of $313,000. Including in gross income is the income 
from rental properties in Port Newark. The author apparently took 
the net operating profit of $313,000 of 1947 and then added the 
gross revenue already taken into consideration in calculating the 
$313,000. The author also neglected to point out that in "A Pre- 
liminary Report on Seaport and Airport Development for Newark, New 
Jersey" of the City Planning Board of the City of Newark, there is 
presented a history of the operating receipts and costs of both the 
Seaport and Airport from the earliest records available up until 
the war years. This report discloses that from 1928 through 1944, 
Jevark Airport cost taxpayers of Newark an average of $415,000 a 
year. 

Although Newark was the pioneer commercial airport in 
the United States, it has never paid its way. Its operation and 
mintenance have represented an out-of-pocket loss to the citi- 
zens Of Newark every year since it was opened. In 1939 it re- 
turned to the City only $75,000 above operating expenses --a frac- 
tion of the debt service charge of approximately $460,000. 

In twenty-seven years of operation from 1918 through 
1944, the marine terminal at Port Newark cost the taxpayers of 
the City of Newark an average of $395,000 a year. During that 
period the port did not lack traffic, but did lack the functional 
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organization and the facility development to return a port revenue 
consistent with the traffic and the City's investment. In 1939, a 
typical prewar year, more than a million tons of cargo moved through 
the port, but the net return to the City above operating expenses yy | 
only $40,000, compared with a debt service charge of approximately 
$535,000. 
Actually, the Airport and Seaport still operate on the 
basis of a net deficit to the Port Authority. | 
The Port Authority is committed to spend $70,050,000 in 
airport and marine terminal improvements at Newark. Already it 
has spent or committed a total of $46,900,000 at the two facilities, 
And this has been done without adding a single penny to the burden 


of the general taxpayers of Newark. If the City were to spend that 


amount of money, an amount which is vital to the necessary develop- 
ment of the facilities as required by the best interests of the 
people of the community, it would incur debt service costs of over 
$100 ,000,000. 

Newark Airport under Po t Authority management has been 
virtually rebuilt. Newark was an obsolete airport in 1948 and would 
have required extensive rehabilitation by the City had the latter ca 
tinued to operate it. Obviously, such City rehabilitation would hav 
added to the already considerable tax burden. The Port Authority | 
has constructed a great new instrument runway, one of the finest 


in the world, at a cost of $9,000,000. And it has provided this 


» < 





PORT OF NEW YORK AUTHORITY 1769 


flew Jersey air terminal with the nation's most modern air terminal 
building, at a cost of $8,500,000. At the Seaport the Authority 
bas built many new facilities and has rehabilitated and improved 
the deteriorating port to one of the most modern to be found any- 
where in the United States. 

The Newark Airport and Port Newark lease was consummated 
only after the fullest public hearings on the subject. At the end 
of the term of this lease all improvements provided by the Port 
Authority at the two public facilities will revert without charge 
to the City of Newark. In addition, the City of Newark so long as 
it desires to operate the air terminal, may continue to occupy 
rent free, that portion of the airport which lies outside the lim- 
its of the City of Newark, including the area of approximately 800 
acres in Elizabeth acquired by the Port Authority at a cost of 
$3,600,000. 

In spite of the great financial risks assumed by the 
Port Authority in the development and operation of Newark Airport 
and Port Newark, the Authority agreed to pay the City a minimum 
rental of $100,000 a year for the first nine years, and a minimum 
of $126,000 thereafter for the duration of the lease, or 75 per cent 


of the net revenues, whichever is greater. 
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"Also open to question is the Authority's handling 
of its latest pet project, a third Lincoln Tunnel 
tube. Construction of the $90 million tube, ac- 
cording to the Authority's own estimate, would pour 
an additional 1,200 cars an hour into the already 
agonizingly congested streets of mid-Manhattan. 
The Port Authority's Executive Director, Austin J. 
Tobin, bas maintained that ‘a third tube would... 
(effect) a significant degree of relief for the 
present intolerable traffic congestion in mid- 
Manhattan.’ But Tobin has never explained how 
providing access to mid-Manhattan for an additional 
8.5 million vehicles a year can possibly do anything 
but increase congestion. 


"In fact, a 1950 study by the Port Authority sug- 
gested an entirely different solution to traffic 
congestion. This study pointed out that only half 
of the trans-Hudson traffic began or ended its jour- 
ney in mid-Manhattan, and that ‘nearly 25 percent of 
the traffic now entering Manhattan might be served 
by new crossings north or south of Manhattan.' Why 
the Port Authority forgot about these new crossings 
in favor of a third tube leading directly to mid- 
Manhattan is not to be found in the public state- 
ments of Tobin or others. One reason seems ob- 
vious: A third Lincoln Tunnel tube would yield 
far more in tolls than new crossings north and 
south of Manhattan combined.” 


The Third Tube of the Lincoln Tunnel will, as Executive 


Director, Austin J. Tobin, has maintained effect a significant de- 


gree of relief for the present intolerable traffic congestion in 


mid-Manhattan. 


The first public announcement of the commencement of an 


engineering study for "a new two-lane tube at the Lincoln Tunnel 
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to augment the two existing tubes and facilitate the movement of 


traffic through that key trans-Hudson artery" was made on May 16, 


1950. 
The second paragraph of this public announcement stated: 


"The Holland and Lincoln Tunnels and the George 
Washington Bridge are jammed to capacity or rapid- 
ly nearing that point. At the same time, we have 
practically reached the capacity of the island of 
Manhattan to absorb traffic. Our studies indicate, 
therefore, that solutions mst be found which will 
make it possible for New Jersey, Westchester, 
Brooklyn and Long Island traffic to by-pass the 
crowded island north and south, and, where this is 
not possible, to move directly over the island and 
under the island. In other words, if we are to 
deal realistically with the traffic problem in the 
metropolitan area, we mist go around, over or under 
surface street congestion." 


On May 16, 1951, the Port authority made public a letter 
of the same date to the Mayor of New York in which it set forth in 
detail its plans to distribute properly the traffic in the vicinity 
of the New York and New Jersey approaches to the Lincoln Tunnel, 
and the integration of these approaches with existing and proposed 
state and local highways, expressways and streets. 


"We believe that this problem has been fully and 
adequately met by the plan which we now forward 
for the consideration of the Board of Estimate. 
The new plaza and approach system in New York 
will cost $20,000,000, in addition to the 
$17,000,000 which was originally spent on the 
plazas and the opening of Dyer Avenue when the 
Lincoln Tunnel was first constructed. The plans 
which we now submit will bring these connections 
south to 30th Street between Ninth and Tenth 
Avenues. They will include the street widen- 
ing indicated on 30th, 36th and 4lst Streets, 
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a total of five new east-west traffic lanes. In 
our judgment they will be more than adequate to 
handle the third tube traffic. I should note al- 
so that the new connections have been closely in- 
tegrated with the City's program for one-way ave- 
nues." 

Traffic at the Lincoln Tunnel in 1952 totaled 19,577,039 
vehicles. The Port Authority estimates that the Third Tube wil) 
increase by 50 per cent the annual capacity of the tunnel. It ig 
expected that the peak-hour capacity in the preponderant direction, 
of traffic will be doubled. 

The two-lane Third Tube, when completed, will be opera. 
ted in an eastbound direction, and the north tube, westbound; 


the middle or present south tube will carry traffic eastbound in 


the morning and westbound in the evening, or may operate one lane 


in each direction. This will permit the use of four lanes in the 
peak direction with two lanes in the opposite direction. 

When traffic at the Lincoln Tunnel reaches 30,000,000 
vehicles a year, the Port Authority, provided the City acquires 
the necessary property, will build a complete set of four-way 
ramps to and from the West Side Highway for the interchange of 
traffic between the West Side Highway and Thirtieth Street, and 
the widening by 100 feet and paving at grade of Thirtieth Street 
between Tenth and Twelfth Avenues. It is estimated that this 
work will cost about $5,000,000. 

Reference has been made in this memorandum in regard 


to studies on a new trans-Hudson crossing to cost at least 
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$250,000,000. A major part of this cost will accrue through the 
elaborate and extensive approaches required to handle the traf- 
fic, on both sides of the river. It might also be pertinent at 
this point to recall that over the years the Port Authority has 
expended some $110,000,000 at its facility approach systems to 
accommodate the enormously increased volume of traffic. 
THE REPORTER: 

"Congress might demand an end to Port Authority 


lobbying in Washington for favorable freight 
rates and against the St. Lawrence Seaway....” 


THE FACT: 

No single activity on the part of the Port Authority 
is more important to the trade and commerce of the Port of New 
York than our opposition to unfair and discriminatory rates that 
might place this great port in an unfavorable competitive position 
as compared with other United States ports. The Port Authority 
presents expert testimony on behalf of the New Jersey-New York 
Port before the Interstate Commerce Commission, the Federal 
Maritime Board and the Civil Aeronautics Board. Such testimony 


before regulatory agencies is in no sense "lobbying" as described 
in THE REPORTER. These competitive ports are, of course, com- 
petently represented before appropriate committees and agencies 


of the Government in Washington. 
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Under the Port Compact of 1921 the Port Authority is 
obliged to promote the commerce of the Port district, and it is 
empowered to intervene in proceedings affecting the commerce of 
the port. 

Article XIII of the Port Compact of 1921 to which 
Congress consented, states: 

"The port authority may petition any interstate com- 
merce commission (or like body), public service com 
mission, public utilities commission (or like body), 
or any other federal, municipal, state or local au- 
thority, administrative, judicial or legislative, 
having jurisdiction in the premises, after the 


adoption of the comprehensive plan as provided for 
in Article X for the adoption and execution of any 


physical improvement, change in method, rate of 
transportation, system of handling freight, ware- 
housing, docking, lightering or transfer of freight, 
which, in the opinion of the port authority, may be 
designed to improve or better the handling of com- 
merce in and through said district, or improve ter- 
minal and transportation facilities therein. It 
may intervene in any proceeding affecting the com 
merce of the port." 

Our opposition to the seaway phase of the St. Lawrence 
proposal is made under the authority described above and specifi- 
cally on a resolution of the Commissioners adopted at their meet- 
ing on February 8, 1945, reaffirmed March 12, 1953, which resolved 
that the Executive Director be authorized to arrange for the pre- 
sentation of facts, either orally or in writing, to Congressional 
Committees, members of Congress and other public officers and 


agencies with respect to the St. Lawrence Seaway Project and to 


cooperate with other associations, groups, agencies and persons 
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in doing so. The Port Authority naturally has presented these 
facts and data on a number of occasions before appropriate 
Congressional Committees, in carrying out its responsibility 
to the New Jersey-New York Port. 

The New Jersey-New York Port would be most adversely 
affected by the legislation which has been advanced by the Seaway 
proponents. Port Authority failure to present these facts would 
be contrary to the interest of the two states in their Port 
Treaty of 1921. 


THE REPORTER: 


"On the urging of the Port Authority, the 
Interstate Commerce Commission has set up 
uniform freight rates to the New York port area 
so that the charges are the same whether the car- 
go is unloaded on the Jersey shore or put on 
barges and carried to Manhattan and Brooklyn. 
Obviously, this is a great advantage to Moran, 
who holds a dominant position in the tug and 
barge business of New York Harbor. It is a 
distinct disadvantage, however, to the New 
Jersey partner in the Port Authority venture, 
since the Jersey shore gets none of the bene- 
fits of its natural location.” 


THE FACT: 

As early as 1917, four years before the creation of 
the Port Authority by the States of New Jersey and New York in 
1921, the two states actually were participants before the 


Interstate Commerce Commission in the famous New York Harbor Case, 


47 ICC 643 (1917), arising out of a complaint by the State of New 
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Jersey that rates applicable to the New Jersey side of the Port 
should "be established lower than those charged...on traffic to 
and from New York and Brooklyn...to the extent of the differenc 
in the cost of service." 


That case was extremely important to the regional de. 


velopment of the Fort of New York as a unified commercial dis. 


trict for at least two reasons: First, the ICC found "that 


historically, logically and commercially New York and the indus. | 


trial district in the northern part of the State of New Jersey 
constitute a single community" (47 ICC 643, 739); and secondly, 
it was out of the struggle in this case between the two states 
for dominance of the Port of New York that the states realized 
that the solution of the port's problems could best be handled 
by cooperation through a joint or common agency -- such as The 
Port of New York Authority -- having jurisdiction over the en- 


tire New Jersey-New York District. 


In other words, the long range outcome of the case vas | 


the birth of a single port authority which would substitute co- 
operation between the states for the commercial and destructive 
rivalry which had previously existed. 

The immediate decision in the case was the reaffirma- 
tion by the Interstate Commerce Commission of a policy existing 


since "the very earliest days of transportation” of uniform rates 


for freight delivered to both sides of the port. The Commission 
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found that the establishment of a lower rate for freight shipped 


+t 
0 to the New Jersey side of the port would unduly discriminate a- 
Ce geinst the New York side by diverting to the west side of the har- 


por a greater share of the commerce of the port. The Commission 
concluded in its decision that the establishment of lower rates 
for the New Jersey side of the port was not advisable and dis- 
pissed the complaint of New Jersey since it could not overlook 


. | the fact that: 


"historically, geographically, and commercially 
New York and the industrial district in the 
northern part of the state of New Jersey con- 
stitute a single commnity;" 


it could not forget that: 


"to grant the relief asked would inevitably dis- 
rupt the whole structure of rates to and from 
the Atlantic seaboard, and this without any 
substantial showing by the complainants that 
the present adjustment operates to their ac- 
tual injury;" 


ee 


and it could not disregard the fact: 


——— = - 


5 | “abundantly established by the evidence of 
record, that the communities of northern New 
Jersey have prospered under the present rate 
adjustment ;" 


concluding that: 
"cooperation and initiative must eventually 
bring about the improvements and benefits 
which the complainants hope to attain through 
a change in the rate adjustment;" (47 ICC 739) 
is | It was also found in that case that if the Jersey shore 


| did not get some of the benefits of its natural location, that 
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this was not due to the system of rates--which were equal for 
freight shipped to either side of the river--but to: 


"the inactivity of the municipalities and of 
the state authorities in New Jersey with re- 
spect to the improvement andd@velopment of 
the west side of the harbor....The contrast 
between the notable progress of the City of 
New York, on the one hand, and the inaction 
of New Jersey, on the other, is striking." 
(47 ICC 665). 


= = 


It is because of these conditions of neglect and ip. 
proper development, among others, that Port Newark and the 
Hoboken piers have been turned over to the Port Authority for 
long range development and rehabilitation. Today, under the 
Port Authority's management, Port Newark is a vital segment 
of the bi-state harbor, while the Hoboken piers acquired only 
last year by the Port Authority will eventually benefit from | 
$22,000,000 in pier improvements. 

It is therefore the confident hope of the Port ; 
Authority that it will be able to contribute to the prosperity | 
of the port communities of Northern New Jersey. 

The desired objective will have been achieved by 


development and rehabilitation of marine terminals, and not by | 


rates discriminating against either the New Jersey side or 


the New York side of this great bi-state harbor. 








+p we o 


@e 


PORT OF NEW YORK AUTHORITY 1779 


for 
(The document referred to at p. 1553 follows :) 
DEPARTMENT OF THE ARMY 
Office of the Chief of Engineers 
Washington 
30 January 1950 
Mr, Thomas A, McDonald, Counselor at Law 
15 William Street 
New York 5, New York 
in. Reference is made to your letter of 27 December 1949 with which 
you inclosed a petition requesting the Secretary of the Army to pre- 
scribe or re-prescribe the tolls to be charged for vehicular transit 
over the George Washington Bridge. 
oF | Construction of the George Washington Bridge, owned and operated 


by the Port of New York Authority, was authorized by an Act of Congress 
approved 2 March 1925 (43 Stat. 1094) subject to the provisions of the 

; Bridge Act of 23 March 1906 (34 Stat, 84), Section 4 of the 1906 Act 
(33 U.S.C. 494) provides that tolls shall be reasonable and just and 
that the Secretary of the Army "may, at any time, and from time to time, 
prescribe the reasonable rates of toll * * *, and the rates so pre- 
scribed shall be the legal rates and shall be the rates demanded and 

y received * * * * ." Tolls not having been prescribed heretofore for the 
bridge, the Port of New York Authority may legally charge such tolls as 
it considers reasonable and just until the rates are changed by the 


l Secretary of the Army. 


In 1935, in response to a complaint that the existing toll charged 
pedestrians for crossing the bridge was unreasonable, a detailed investi- 
gation was made, As a result of a complaint made in 1937 that existing 

: tolls, particularly bus tolls, were excessive, another careful study was 
) made, and in 1945 the Corps of Engineers conducted an independent survey 
, of the books of the Port of New York Authority. In each case it was 

ty concluded that a reduction in toll charges was not warranted, 


| The eleventh allegation in your petition, i.e., that the net 

revenues from tolls in the past have been sufficient to repay all costs 
of construction of the bridge, is denied by the Port of New York 
Authority, but even if it were true it would not necessarily follow that 
the present rates are unreasonable, There is no requirement in the 
authorizing Act that the owner operate the bridge toll-free after the 
capital investment shall have been repaid. There is no legal objection 
insofar as Federal laws are concerned to the diversion of revenues from 
the George Washington Bridge to other operations of the Port of New York 
Authority, and such diversion has been specifically authorized by the 
States of New York and New Jersey. 
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In determining the reasonable rates of toll for the George 
Washington Bridge, consideration must be given to the fact that this 
bridge and other crossings are operated as a group facility. And this 
is true even though the Department has no direct control over the tolls 
charged for use of the Holland and Lincoln Tunnels. The State laws 
providing that the bridges and tunnels operated by the Port of New 
York Authority should be unified, revenues pooled, and a general reserve 
established, recognize that the interstate vehicular traffic constitutes 
@ general movement which follows the most accessible and practicable 
routes, and that the users of each bridge or tunnel benefit by the 
existence of the others since they all, as a group, facilitate the move. 
ment of traffic and relieve congestion, 


In Clarksburg-Columbus Short Route Bridge Co, v, Woodring et al, 
(1937), 89 F. toa} 788, an order reducing the toll rates of a bridge, 
issued by the Secretary of the Army without considering the effect of 
such reduction upon competing bridges or any other circumstances except 
that of a reasonable return upon the owner's investment in the particular 
bridge, was held invalid, The effect of the reduction was to divert 
traffic from a competing bridge 20 miles away. The court stated that the 
public had a vital interest in having both of these utilities maintained 
in an efficient manner to meet the demands of traffic, referred to the 
damage which would be sustained by the public if one bridge could not be 
kept in operation under the reduced rate, and concluded that these matters 
confronted the Secretary in fixing a just and reasonable competitive rate 
as between the respective bridges. An arbitrary rate that, under the 
circumstances which were considered, might furnish a just rate upon the 
investment of one bridge, might prove confiscatory as to another bridge, 
"Under modern conditions there has grown up a vast and ever expanding 
network of highways, extending from one end of the country to the other C 
over which commerce and traffic flow by motor lines and upon the develop. 
ment of which federal and state governments are expending millions of 
dollars, * * * , We think that the fixing of just and reasonable rates, 
whether it be for motor carriers moving over those highways, or for 
structures, such as bridges, which constitute integral parts of such 
highways, should be governed by the same principles which control rate- 
making for railway traffic." 


pegrsecoceeeesxgtaestrszary 


The Interstate Commerce Act (49 U.S.C. 15a) requires the Interstate 
Commerce Commission, in the exercise of its power to prescribe just and 
reasonable rates, to give due consideration, among other factors, to 
the need, in the public interest, of adequate and efficient railway trans- 
portation service at the lowest cost consistent with the furnishing of 
such service, and to the need of revenues sufficient to enable the carriers, 
under honest, economical, and efficient management to provide such service, 
According to the decisions, the just and reasonable rate sought in rate- 
making for railroads is not the rate at which the most cheaply operated 
road is run, nor the rate at which the road with most costly operation is 
run, but rather the rate at which the average road can be successfully 
operated, thus enabling the great and intricate system of railroads 
successfully to carry the commerce and traffic of the Nation. Applying 
these principles to the present case, it will be seen that no rate re- 
duction can be ordered for the George Washington Bridge without taking 
into consideration the effect of such a reduction upon other transportation 
facilities owned and operated by the Port of New York Authority, particu- 
larly the Holland and Lincoln Tunnels, 
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In your eighth and tenth sageene you estimate the net revenue 
from tolls during 1948 at $6,009,647, Although this office cannot 
without an extended investigation determine the present value of the 
‘ pridge for rate-making purposes, it is fairly certain that the capital 
investment in this facility to date is not less that $75,000,000, On 
this basis the net revenue would amount to eight per cent on the invest- 
ve gent, which is somewhat higher than that ordinarily considered reasonable. 
8 However, the Port of New York Authority recently announced that it plans 
by 1 July 1950 or earlier to establish commutation rates for passenger 
using its Hudson River crossings, It is estimated that this will 
as effect a fifty per cent reduction in tolls for thirty per cent of the 
passenger cars using the facilities which, in 1948, would have amounted 
to a reduction in toll receipts.for the George Washington Bridge alone 
of $1,014,185. The toll structure of the George Washington Bridge will 
continue to be uniform with that of the Holland and Lincoln Tunnels, 
thus distributing the flow of trans-Hudson traffic as evenly as possible 
petween these facilities, With such a reduction in force it is believal 
lar that the tolls cannot be considered excessive, and under the circumstances 
no further investigation at this time is warranted, 


he 

rd FOR THE CHIEF OF ENGINEERS: 

e Sincerely yours, 
ers 

ite RICHARD L, JEWETT 


Lt. Col., Corps of Engineers 
Deputy Chief of Civil Works 
is for Rivers and Harbors 


| CC: Div. Eng., North Atlantic Div. 
D- Dist. Eng., New York, N. Y. 
Mr, W. P. Hedden, Director of Port 
’ Development, The Port of New York 
Authority, 111 Eighth Ave. at 15th St., 
New York 11, N. Y¥. 
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(The document referred to at p. 1553 follows :) 


PORT OF NEW YORK AUTHORITY 
PINANCING 


Introduction 


According to its Financial Report for 1959, the Port of New York 
Authority has invested in excess of $920 ,000,000 in transportation facili- 


ties. This cumlative investment breaks down as follows: 


Tunnels and Bridges In Millions 
Lincoln Tunnel (G & R) 182.6 
George Washington Bridge (G & R 113.1 
Holland Tunnel (G & R) 57.9 
Bayonne Bridge (G & R) 13.1 
Outerbridge Crossing (G & R) 9.9 
Goethals Bridge (G & R) 7.4 

tl Gel 
Inland Terminals 
Bus Terminals (G & R 2b 
Port of New York Building (G & R) 22.2 
New York Truck Terminals (G & R) >.9 
Newark Truck Terminals (G & R) 8.1 64.3 


Air Terminals 


New York International (ATB 262.8 

Newark (ATB 39.7 

LaGuardia (ATB) 16.3 

Teterboro (ATB 10.1 

Heliports (C a. Fie 

Marine Terminals 

Port Newark (MTB 55.7 

Brooklyn-PA Piers (C 49.3 

Hoboken-PA Piers Cc) 17.5 

Erie Basin-PA Piers (C 8.7 

Elizabeth-PA Piers (C) Te 

PA Grain Terminal (G & R 2.4 

Columbia St. Marine Terminal (G & R = 1b2.4 
TOTAL 920.2 


(NOTE: Parentheses indicate the type of Port Authority Bonds having e first 
lien on the revenues of the respective facilities. G & R indicates General 
and Refunding Bonds; ATB indicates Air Terminal Bonds; MIB indicates Marine 
Terminal Bonds; C indicates Consolidated Bonds. The latter are to have 
first lien on the revemes of facilities securing the other, prior issues, 
when those issues are retired. 

To finance these extensive investments, the Port Authority has, over 
ite life, incurred more than $1 billion in debt, representing in excess of 
forty different issues of long term bonds and many issues of interim, short 
term notes. At the year end, however, only $574.6 million in funded debt 
remained outstanding, the remaining $427.3 million having been retired 


through income. 


The assets (investments in facilities plus funds) of the Port Authority 


on December 31, 1959 exceeded its liabilities (funded debt) by $499.2 million. 


By analogy to accounting terms used by private business corporations, the 


bulk of this amount ($427.3 million debt retired through income) may be 


eee 
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likened to capital; the balance (71.5 million reserves) to surplus; and 
the combined total of nearly $1/2 billion to net worth. 

Although the Port Authority has been in existence since 1921 and 
issued its first bond issues in 1926, the greater part of ite growth, in 
terms of magnitude of investments and debt, occurred within the past ten 
years, as appears from the tebulation following: 

(In millions) 


10 Years % of 
12/31/1950 12/31/1 Grovth Growth 


Investment in Facilities 356. 920.2 3.5 155. 
Construction and other Funds 62.4 53.8 91.3 146, 
TOTAL ASSETS Li9.0 1074.0 655.5 iG 
Punded Debt 268 .& 574 .8 326.3 131. 
Debt Retired Through Income 139.2 427.4 268.0 207. 
Reserves 31.4 711.8 40.5 129. 
TOTAL LIABILITIES AND 419.0 1074.0 654.8 154. 
EQUITY 9 O7 5 54 


In other words, the Port Authority is 4 times the enterprise it was 
in 1951. Moreover, the ratio of investment in facilities to funded debt 
has increased, which means that construction of facilities has proceeded 
at a greater rate than net borrowings -- has, in short, been financed to 
a substantial extent through revenues. It should be noted, however, that 
although Port Authority projects are financed primarily through the hypo- 
thecation of estimated future revenues, and not through appropriations, the 
figure of $427,346,000, representing Port Authority debt retired through 
income, includes a total of $27,600,000 in contributions made from time to 
time by Federal and State agencies in aid of Port Authority construction. 

The simultaneous increase in borrovings and repayments arises from 
the established policy of the Port Authority to retire funded debt as 
promptly as is feasible and also to schedule and reschedule its bond 
interest, mandatory and anticipated sinking fund retirement, and serial 
paturities so as to provide a relatively level curve of debt service for 
future years. When additional commitments are undertaken, calling for large 
borrovings, this schedule is disturbed. To e lesser degree, anticipating 
maturities has the same effect as does occasional refunding to seve inter- 
est. In consequence, the history of Port Authority financing is a history 
of repeated read justments of the debt structure, involving intermittent 
refunding and consolidation operations. 

The outstanding funded debt at December 31, 1959, comprised bonds of 
six series (out of 15) of General and Refunding Bonds, issued between 1944 


and 1950, aggregating $56,566,000; three series of air terminal bonds issued 
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in 1948, 1949 and 1950, aggregating $65,895,000; two series of Marine 
Terminal Bonds, issued in 1948 and 1950, aggregating $7,976,000 and 16 
series of Consolidated Bonds, issued between 1952 and 1959, aggregating 
$42,372,000 -- a total of $574 ,809,000. 

Most of these issues contain mandatory sinking fund requirements, 
the balance call for serial maturities. The interest rates vary between 
1d percent and 6 percent, with the latest maturities scheduled for 1989. 
Estimated annual debt service is in the neighborhood of $35 million for 
the next five years and declines thereafter. 

As was indicated in the initial tabulation of investment in facili- 
ties, above, payment of each of the different classes of outstanding Port 
Authority bonds is secured by a first lien on the revemes of specified 
Port Authority facilities, with Consolidated Bonds due to enjoy a first 
lien on the revenues from facilities securing other types of issues, as 
those issues are retired. i 

Exhibit C to the Port Authority's financial report for 1959, although 
failing to segregate capital accounts by separate facilities, illustrates 
the manner in which revenues of profitable groups of Port Authority faci- 
lities are made to pay for other groups whose revenues are less firmly 
established. Thus, it appears that the assets of Port Authority bridges, 
tunnels and inland terminals, whose net revenues are first pledged to the 
General and Refunding Bonds, exceed liabilities attributable to those 
facilities by $416,718,000. This amount exceeds the cost of their completed 
construction. It is only $35 million short of also covering construction 
still in progress. Yet only $244,618,000 has been applied to the retire- 
ment of debt applicable to these facilities, a balance of $171,450,000 
being paid into interfund accounts to the credit of the Consolidated Bond 
Issues. 

In the same way, only $20,925,000 of the $302,625 ,000 excese of assets 
over liabilities related to the Port Authority Airports, whose net revenues 
are first pledged for air terminal bonds, has been applied to retirement 
of debt related to those facilities, the balance amounting to $261 ,700,000 
being credited to Consolidated Bonds. Similar diversion, to the extent of 
$51,200,000, was made with respect to surplus revemes of facilities re- 
lated to Marine Terminal Bonds, for the benefit of Consolidated Bonds. As 


a result of these interfund transfers of more than $4 billion, a $34,572,000 


— 


excess of liabilities over assets of facilities whose revenues are first 
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pledged to Consolidated Bonds, was converted to a surplus adequate to the 
retirement of $159,778,000 of Consolidated Bond debt. 

For the year 1959 the Port Authority's net operating revenues and 
financial income available for debt service aggregated $60,669,000, an 
all time high, bringing the ten-year total of such net revenues to 
$393,700 ,000. In 1959 net revenues and income, broken down by facilities 


related to classes of bonds, were as follows: 





General and Refunding $ 36.856,000 
Air Terminals 16 ,874 ,000 
Marine Terminal 3,439,000 
Consolidated 3,498 ,000 

TOTAL $ 60,669 ,00¢ 


Here again, the deficiency of Consolidated Bond related net revenues, 

measured against debt service and reserve requirements on those bonds for 

1959, was made up by transfer of revenues related to the other bond classes. 
The sole statutory requirement for the maintenance of Port Authority 

reserves, enacted by the two States in 1931, calls for the accumulation of 

a General Reserve Fund aggregating 10 percent of the face amount of out- 

standing debt. In addition, since 1947, the Port Authority has undertaken 

to maintain its reserves at a level at least equal to two years’ debt service. 

The 1959 year end reserves of $71.8 million mentioned above are accounted 


for as follows: 


General Reserve Fund $57,480 ,000 (10% of 574 ,800 ,000 
funded debt) 
Special Reserve Fund ( G & R 10 ,535 ,000 
Air Terminal Reserve Fund 3 ,087 ,000 
Marine Terminal Reserve Fund 753,000 
TOTAI $71 ,855 ,000 


The foregoing highlights of the Port Authority's financial report for 
1959 indicate the scope, magnitude, and complexity of the Authority's 
operations and particularly of its financing operations. Current public 
discussion calls into question the specifically legal and contractual powers 
and obligations of the Port Authority with respect to financing in two ways: 
First, it is often alleged that the Port Authority policy of combining 
revenues for financing purposes from all its facilities, rather than re- 
ducing tolls on each facility as its cost is amortized, places an undue 
burden on the channels of interstate commerce and is contrary to national 
transportation policy -- that this unfairly taxes users of particular 
facilities for the benefit of other, unrelated projects. As was stated 
in the 1956 Staff Report on Public Authorities under New York State of the 


Temporary State Commission on Coordination of State Activities (New York 
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Legislative Documents, 179th session, 1956, pp. 538-9): 


” 


- -The bridges and tunnels of the Port of New York 
Authority provide the greater part of the surplus 
revenues used for the other Port Authority projects... . 


” 


+ « «The user of the Holland Tunnel helps finance the 
Port Newark dock development. 


"The price policies of mlti-purpose authorities are 

generally geared to the broad revemue needs of the agency 

and not necessarily to the cost of the service or the 

facility. Rates on facilities which are productive of 

surplus revenues tend to be maintained even though their 

costs may have been amortized several times over. .. .” 

Second, it it alleged that the Port Authority has discriminated against 
and neglected the railway, and more specifically, the commuter railway -- 
problems of the Port area and is thus failing to fulfill its obligations 
under the Congressionally-approved compacts to provide overall Port area 
transportation facilities. 

Both these criticisms involve profoundly political questions for 
legislative solution. As will be shown, however, the Port Authority 
appears, in important respects, to have placed itself beyond reach of 
effective legislative control; moreover, the record gives ground for be- 
lief that when legislative decisions are sought, the advice of Port Authori- 
ty itself, as the chosen instrument of the compacting States, is most per- 
suasive. 

When the Port Authority is urged to reduce tolls on facilities whose 
cost has been recovered through revenues, it has characteristically replied 
that the reduction of tolls on some but not other competitive facilities 
would threaten the maintenance of net revenues, dislocate traffic, and 
worsen the competitive position of the already impoverished railroads; 
that pooling of revenues (the practice since 1931) is necessary to enable 
stronger facilities to help out less profitable ones and is essential t 
the maintenance of a credit standing. Port Authority spokesmen frequently 
assert that their demonstrated success in financing new facilities has 
depended in substantial measure on the pooling of revenues from their 
various projects. 

In a report submitted on June 7, 1960 to the New Jersey Joint Legis 
lative Committee appointed pursuant to a Senate Concurrent Resolution intro- 
duced March 11, 1940, the Port Authority stated that (p. 91 a+. ae 


States are in the position analagous to that of the home owner who has 


paid off a part of the mortgage. If and when the entire funded debt is 


paid off, the States will be free to do what they want to do with the 
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facilities." Elsewhere in that report, the Port Authority observed that 
on the basis of 1939 revenues, the funded debt should be completely paid 
off by 1977, oF earlier, on certain assumptions. Prophetically, however, 
the Port Authority added (p. 85): “In the meantime, even if all the 
assumptions are realized, the two States may direct the Authority to finance 
nev or additional improvements. In that event, of course, the reserves 
cannot be applied toward acceleration of debt retirement." At the time of 
this report in 1940 the Port Authority's investment in facilities aggre- 
gated $229 million and its funded debt $192 million, leaving an equity of 
approximately $37 million. Since that time the two States have indeed 
directed the financing of additional facilities, including airports and 
garine terminals. Port Authority investment in facilities has nearly 
quadrupled, funded debt more than trebled. What is more, the facilities 
gost recently incorporated into the Port Authority group for financial 
purposes (air, marine, and land terminals) are more widely disparate than 
the bridges and tunnels originally so grouped. Wot only have the prospects 
of Port Authority vehicular commuters for a toll reduction been indefinitely 
postponed, but the "benefits received” theory which forms the justification 
for taxing them for the cost of facilities which are merely related to 
those used by them has been subjected to additional strain. Meanwhile, 
also, the very question whether a given facility has or has not been paid 
for has become so beclouded as a result of financing operations that the 
Assistant General Counsel of the Port Authority, when esked whether a 
particular Authority facility had been paid for by 1952, replied: 

"It is very hard to give an exact answer to that in view of the pool- 


ing provisions. The pooling revenues constitute the base for pledc-ing bond 


for group projects. Then you start getting into refunding operations and 
lose all track of what goes where after a vhile. Delaware River Port 
Authority Hearings before the House Committee on Public Works, p. 63) 


When, on the other hand, the Port Authority is urged to take a hand 


in the solution of Port area rapid transit problems. it is prone to 


1. the Port Authority may undertake only those new projects which in 
its Judgment will not impair the Authority's financial standing; 
é it is legally, financially and contractually impossible for the 


Port Authority to assume the railroads’ increasingly heavy deficits from 


ell or a part of commuter operation, for the cost of developing a new and 
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comprehensive interstate rail rapid transit system; 

3. even if it were legally and contractually possible, assumptions 
of rail transit deficits would cripple and destroy the Authority's credit; 

4. Assumption of rail transit deficits would impose an unfair tax 
on motorists, the only group contributing to Port Authority revenue which 
is not contractually protected against increased charges. 

In the letter transmitting its Annual Report for 1945, the Port 
Authority attempted to describe the factors bearing on its financial 
operations, as follows: 

"In many cases of proper Authority financing... the project 

is in ite very nature marginal. That is to say, with the aid 

of the immunities and advantages of operation by a public 

Authority, it holds the reasonable prospect of sufficient 

revenues to pay ite operating costs and interest charges and 

to repay its capital investment, but holds no real prospect 

of profits. The reveme potential is neither attractive 

enough for private financing, nor so meager as to require 

general tax support.” 

In similar vein, attempting to describe the conditions which move the 
Port Authority to accept or seek projects like airports and to reject and 
resist the assumption of others like subways, Executive Director Tobin 
stated in 1951: 

"If a reasonable business return could be expected from air- 

ports or union bus terminals or consolidated motor truck ter- 

minals, then, obviously, the airlines, the bus companies and 

the trucking companies would build them. On the other hand, 

if a necessary public project is so far to the other side of 

the financing spectrum as to present no prospect at all of 

ever being self-supporting, the problem becomes one for the 

general taxpayers. The Port Authority operates in a very 

narrow band of economic practicability, and for the most part 

deals with projects that evolve heavy developmental costs. 

(Address before Municipal Forum of New York, February 14, 

1951, p. &. 

Against a background of conflicting contentions, with the Port Authority 
declaring that its financi policies are largely dictated by legal and 
contractual necessity, and its detractors calling it a superstate -- a 
Frankenstein beyond the control of the legislatures that created it, the 
present memorandum reviews the financing of the Port Authority in an effort 
to aid in the determination of the extent to which self-restricting and 
other financial policies adopted by it are required by, and consistent with, 
state and Federal statutory enactment. 

The financial history of the Port Authority falls for convenience into 


four periods: 


1. The period preceding 1931, when the Port Authority's original 


facilities were financed and the Holland Tunnel acquired; } 
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2. From 1931 to 1947 when bridge-tunnel finances were unified, 
the original issues refunded, and inland terminals added to the bridge 
ani tunnel facilities; 

3. From 1947 to 1952, when airports and marine terminals were 
principally financed; and 

4, From 1952 to the present, marking the financial consolidation 


of all facilities and bond issues. 


A. Early Facilities Financing 


Prior to the entry of New York and New Jersey into the interstate 
compacts of 1921 and 1922 which created the Port of New York Authority, 
york had already been begun by two state commissions on the construction 
of the Holland Tunnel, destined to open late in 1927 as the first fixed 
interstate crossing in the Port area. The Holland Tunnel was not trans- 
ferred to the Port Authority until 1930. Meanwhile, construction of the 
early Port Authority projects, the two Arthur Kill bridges, the George 
Washington Bridge, and the Bayonne Bridge had been authorized, financed 
and largely completed. 


The bond issues of the Port Authority to finance these bridges vere 


as follows: 
Year of Series and 
Bond Interest Principal 
Project —— Rate Maturities Amount 
Arthur Kill Bridges 
(Quterbridge Crossing 
and Goethals Bridge 1926 A bat 1932-hé 14 ,000 ,000 
George Washington Bridge 1926 B&G 1936-% 20 ,000 ,000 
1929 B Lag 1939-53 30 ,000 ,000 
Bayonne Bridge 1926 Che 1938-53 12,000 ,000 


76 ,000 ,000 


Examination of state and Federal legislation which authorized the 
construction of the Holland Tunnel and the construction and financing of 
the four Port Authority bridges indicates that each project (the Arthur 
Kill Bridges comprising a single project) was to be self-liquidating -- 
that when the cost of each project had been amortized tolls were to be 
reduced. 
Holland Tunnel Authorizations 

In 1919 the States of New York and New Jersey authorized the appoint- 
went of commissions cooperatively to construct and operate a tunnel or 
tunnels under the Hudson River between Jersey City and New York. New York's 


legislation is found in Chapter 178 of the General Laws of New York for 1919, 


68911 O— 61 pt. 2 41 
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effective April 11, 1919; New Jersey's in Chapter 49 and 50 of the Session 
Laws of 1918, approved February 14, 1918 and Chapter 70 of the Session 
Laws of 1919, approved April &, 1919. 

Section 6 of Chapter 70 of the New Jersey 1919 legislation author- 
ized the New Jersey commission to agree with New York as to tolls. The 
significant provision of the New York legislation is section 9, which 
provides: 

Tolls and charges for the use of such tunnel or tunnels shall 

be fixed at such amount as will pay the estimated cost of 

administration, maintenance, and operation, and in addition 

will pay within 20 years the amortized cost of construction.” 

Pursuant to these enactments, there was introduced in the 66th 
Congress, S. 409, a bill “To consent to the proposed compact or agreement 
between the States of New Jersey and New York for the construction, opera- 
tion, repair, and maintenance of a tunnel or tunnels under the Hudson River 
between the cities of Jersey City and New York.” 

This bill, which passed the Senate on June 17, 1919, the House on 


June 25, 1919, and was approved July 11, 1919, reads as follows 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Cor j f 
the United States of America hereby consents to the contracts, agree- 
ments, or compacts between the States of New Jersey and New York 
authorized by chapters 49 and 50 of the Session Laws of 1915 of New 
Jersey and chapter 70 of the Session Laws of 1919 of New Jersey and 
by chapter 178 of the General Laws of New York for 1919, for the con- 
struction, operation, repair, and maintenance of a tunnel or tunnels 
under the Hudson River between the city of Jersey City, in the State 
of New Jersey, and the borough of Manhattan, in the city and State of 
New York, and for the joint operation, maintenance, and repair of 
such tunnel or tumnels, for regulating their traffic and policing and 
protecting the seme, for the fixing and collecting of tolls and 
charges for the use of such tunnel or tunnels, and for the regulation 
of such other matters as are incidental thereto. 






SEC. 2. Nothing herein contained shall be construed to affect 
the right of the United States to regulate interstate commerce or 
the jurisdiction of the United States over navigable waters. 

SEC. 3. That the right to alter, amend, or repeal this Act is 
hereby expressly reserved. (Public, No. 10, 66th Cong., let sess., 
July 11, 1919, 41 Stat. 158 

Thereafter, pursuant to Congressional approval thus granted in advance, 
the two States, acting by the New York State Bridge and Tunnel Commission 
and the New Jersey Interstate Bridge and Tunnel Commission entered into « 
compact dated December 30, 1919, undertaking the joint construction of the 
proposed tunnel. Significantly, Article XIV of the compact reads in part 


as follows: 
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"1. Upon the completion of the construction of the tunnel 
or tunnels, pursuant to this agreement, the Commissions 
shall make reasonable rules and regulations and shall 
fix, determine and levy tolls and charges for the use 
of the same by vehicles and pedestrians, which tolls 
or charges are to be collected at the entrances to such 
tunnel or tunnels. 


"2, Such tolls or charges shall be fixed jointly by the 
Commissions, in such amount or amounts as will pay the 
estimated cost of administration, maintenance and 
operations and in addition thereto will pay within 
twenty (20) years the amortized cost of construction. ' 
(Compact of December 30, 1919, as found in chapter 76 
of Session Laws of New Jersey of 1920, ratifying said 


compact. 


It thus appears that (1) the State of New York, in its authorize- 
tion of the Holland Tunnel compact, provided that the cost of the projected 
facility should be amortized out of tolls; (2) Congress approved the pro- 
posed compact with this condition before it and incorporated the provision 
by reference, and (3) the compact of December 30, 1919, iteelf, expressly 
incorporated a provision for amortization of cost through tolls. This 
approach is consistent with the tradition that access to public highways 
shall be free except to the extent that it may be necessary to permit the 
levy of tolls to amortize the cost of bridges, tunnels and other construc- 
tion involving large expenditures. Implicit in such grants of permission 
to levy tolls has been the condition that the tolls be removed when the 
facility has paid for itself. 

Financing of the construction of the Holland Tunnel was undertaken 
by the compacting states in equal shares. New York mate direct appropria- 
tions of tax revenues for its share of the costes and New Jersey floated 
& special bond issue for the construction of the tunnel and also of the 
Camien-Philedelphia Bridge. These bonds were payable out of tunnel and 
bridge revenues, to be supplemented if need be by tax revenues. 

Ground was broken for the Holland Tunnel on October 12, 1920 and 
the tunnel was opened to traffic late in 1927. 


Povers of the Port Authority Granted by Compacts 

By counterpart legislation effective in April 1921 (N.Y., C. 154, 
laws of 1921, April 2, 1921; N. J., C. 151, Laws of 1921, April 7, 1921), 
the States of New York and New Jersey authorized the execution of the 
Port Compact of April 30, 1921, in form of an amendment to a boundary 
compact entered into in 1634 (signed September 16, 1833, confirmed by 


C. 8, Laws of N.Y., 1834, February 5, 1834 and Laws of N.J. 1833-34, 


Pp. 118, February 26, 1934, and approved by Congress on June 28, 1834 
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(& Stat. 708)), for the development of the Port of New York area. 
Article III of the compact created the Port of New York Authority as a 
"body corporate and politic.” Article VI granted the Port Authority 
"full power and authority to purchase, construct, lease, and/or operate 
any terminal or transportation facility within [the port] district; and 
to make charges for the use thereof; and for any of such purposes to own, 
hold, lease, and/or operate real or personal property, to borrow money 
and secure the same by bonds or by mortgages upon any property held or to 
be held by it,” but enjoined the exercise of these powers until the two 
States had approved a comprehensive plan of port development. The 1921 
compact was approved by Congress the same year (Pub. Res. 17, C. 77, 
67th Cong., lst sess. 42 Stat. 174, August 23, 1921). It may be noted 
that although containing broad definitions of "transportation facility’ 
and "terminal facility” (Article XXII), the compact as approved by 
Congress did not include aircraft, other than “air craft suitable for 
harbor service,” in the former category, nor airports in the latter. 
Comprehensive plan legislation was adopted by the two States the 
following years (N.Y., C. 4&3, Laws of 1922, February 24, 1922; N.J., 
C. 9, Laws of 1922, February 23, 1922) and was likewise submitted to 
and approved by Congress (Pub. Res. 66, C. 277, 67th Cong., 24 sess., 
42 Stat. 822, July 1, 1922). So far as here material, the Comprehensive 
Plan Compact authorized the Port Authority to “proceed with the develop- 
ment of the port of New York in accordance with [tne] comprehensive 
plan as rapidly as may be economically practicable” and vested it “with 
all necessary and appropriate powers not inconsistent with the Constitu 
tion of the United States or of either State, to effectuate the same, 
except the power to levy taxes or assessments." The compact provided 
that the bonds or other securities issued by the Port Authority should 
et all times be free from taxation by either state. It withheld from 
the Port Authority all power to pledge the credit of either state or 
to impose any obligation on either state, except as might be expressly 
granted by statute. Finally, each state appropriated $100 000 for Port 


Authority expenses. 


Congressional Authorization of Port Authority Bridges 


By three separate enactments, all approved on March 2, 1925 (Public 


Law 520, 521, and 522, Chapters 389, 390, and 391, 68th Cong., 2d sess., 
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43 Stat. 1094), Congress authorized the Port Authority to construct, 
gaintain, and operate the George Washington Bridge, the two Arthur Kill 
Bridges (Outerbridge and Goethals), and the Bayonne Bridge, in accordance 
yith the Bridge Act of 1906 (March 23, 1906, Ch. 1130, secs. 1-8, 34 Stat. 
#h, 33 U.S.C., secs. 491-498, 1958). Such authorization was necessitated 
ty Section 9 of the Act of March 3, 1699 (30 Stat. 1151, 33 U.S.C., 

sec. 401, 1958), which requires prior Congressional approval of interstate 
pridges over navigable waters. 

Section 4 of the Bridge Act of 1906 provides that if tolls are charged 
for transit over interstate bridges spanning navigable waters, such tolls 
shall be “reasonable and just". The Secretary of War is authorized to 
prescribe the reasonable rates of tolls, but does not act in the absence 
of a complaint. 

Manifestly, the requirement that tolls be “reasonable and just” 
contemplates a relationship between the tolls charged and the amount 
necessary to maintain, operate, and amortize cost of constriction. 
federal policy in this respect is further evidenced by the General Bridge 
ket of 1946 (Aug. 2, 1946, Ch. 753, Title V, 60 Stat. 847, 33 U.S.C. 
secs. 525-533, 1958), which requires that interstate bridges constructed 


after its enactment shall be amortized over 30 years. 
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State Legislation Governing Construction and Financing of Port Authority 
Bridges 


Bi-state enactments authorizing the Port Authority to construct the 
four bridges connecting New York and New Jersey and prescribing the 
financing of these bridges are as follows: 


Outerbridge Crossing - Construction: New York, C.230, Laws of 192k, 


April 23. 8 
New Jersey, C. 125, Laws of 192k, 
March ll. 0 
Goethals Bridge - Construction: New York, C. 186, Laws of 192h, 8 
April 18. 
New Jersey, C. 149, Laws of 1924, 
March 11. 
Arthur Kill Bridges - Financing: New York, C. 210, Laws of 1925, 
(Outerbridge and Goethals) April 1. 
New Jersey, C. 37, Laws of 1925, 
March 6. 
George Washington Bridge-Construction: New York, C. 211, Laws of 1925, 
April 1. 
New Jersey C. 41, Laws of 1925, 
March 9. 
- Financing: New York, C. 761, Laws of 1926, 4 
May &. 
New Jersey, C. 6, Laws of 1926, 
March 10. 
Bayonne Bridge - Construction: New York, C.279, Laws of 1926, 
April 7. 
New Jersey, C.97, Laws of 1925, 
March 13. 
- Financing: New York, C.300, Laws of 1927, 
March 2h. 
New Jersey, C.3, Laws of 1927, 
February 15. 


Though not identical, the construction and financing statutes for 
each facility had important provisions in common with respect to (1) tolls, 
(2) protection of bondholders, and (3) appropriation and repayment of state 
advances: 


(1) Toll provisions. Each bridge construction statute authorized 
the Port Authority: 


“to establish and levy such charges and tolls as it may 
deem convenient or necessary for the operation and main- 
tenance of the said bridge and to insure st least suf- 
ficient reveme to meet the expenses of the construction, 
operation and maintenance thereof, and to make provision 
for the payment of the interest upon ani amortization 
and retirement of such bonds or other securities or ob- 
ligations as it may issue or incur for the purposes of 
this act..." 


In addition the George Washington Bridge and the Bayonne Bridge (but 


not the Arthur Kill Bridges) financing statutes required the Port Authority 


to: 
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“charge and maintain revenues and tolls for the use of 
the said bridge until all bonis and other securities 
issued for the construction thereof shall have been 
paid, and until the moneys so as aforesaid advanced 
by the States of New Jersey and New York shall have 


been repaid.” 

Central to the entire toll picture as it reflects the relative 
gutonomy of the Port Authority in this area, is the provision of each 
of the bridge financing statutes by which the two States “pledge to and 
agree with” subscribers to bridge bond issues that they will not: 

“limit or alter the rights now vested in the Port 
Authority to establish and levy such charges and tolls 
as it may deem convenient or necessary to produce suf- 
ficient revenue to meet the expense of maintenance and 
operation and to fulfill the terms of the obligations 
assumed by it in relation to such bridge(s) until the 
seid obligations, together vith interest thereon, are 
fully met and discharged... ." 

This provision regularly repeated in later enabling legislation, is 
regaried both by the Port Authority and by ite critics as integral to the 
Port Authority manner of operation. Port Authority spokesmen describe it 
as vital to the establishment of credit which, they say, requires that 
tolls be removed from politics. Critics regard the provision as an 
wwaerranted abdication of legislative responsibility. 

(2) Protection of Bondholders: In addition to precluding themselves 
fron interfering with Port Authority toll policies, the two States, in 
their bridge financing statutes, pledged themselves not to authorize con- 
petitive interstate crossings without making “adequate provision” for the 
protection of bridge bondholders. Further, the financing statutes provided 
that the cost of each facility, above amounts appropriated by the two 
States, should be raised by Port Authority obligations secured by a pledge 
of ite revenues and tolls, "it being the declared policy of [each] State 
that the said vridge(s), so far as the payment of the bonds or other 
securities issued for the construction thereof, together with the repay- 
went of the moneys advanced by [each] State, shall in all respects be 
self-gustaining.” State appropriations in each case were subordinated to 
& first lien in favor of bondholders. Beyond this, before anything could 
be paid back to the States as interest or principal on their advances, 
there vas to be accumulated a reserve fund equal to 10% of the obligations 


issued for the construction of the facility, over and above cumulative 


sinking fund and amortization requirements of the year in question. 
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(3) Appropriation and Provision for Repayment of State Advances: | 


In the bridge construction and financing legislation, the two States, in 
equal shares, agreed to appropriate a total of $600,000 for preliminary 
studies and a total of $18,000,000 (approximately 25% of estimated cost) 


in aid of construction, as follows: } 


Studies Construction 

Outerbridge Crossing $ 100,000 ( $4,000,000 
Goethals Bridge 100 ,000 ( 

George Washington Bridge 300 ,000 10,000 ,000 

Bayonne Bridge 100 ,000 4 ,000 ,000 

$ 600 ,000 $18 ,000 ,000 


The advances for preliminary studies vere to be repaid only “vhen 
the cost of construction of said bridge(s) shall have been fully paid for 
and the debt or debts created for such purpose amortized.” 
The advances for construction were to be repaid annually with 44 
interest on the balance applicable to each bridge plus ™% anma)lly on } 
principal, but “only so long as and for the year in vhich” reserve and 
debt service requirements had been met, the statutes providing that: 
."The intent hereof is that the Port Authority shall 
be required to and shall pay interest to the State 
upon such advances, and/or make payments on account 
of principal, only for the years when, and to the 
extent that, there shall be available on the con- 
ditions herein provided a surplus from the revemes 
or tolls for the payment of such interest and/or } 
principal." } 
(4) Miscellaneous Provisions. In addition, each financing statute 
exempted the Port Authority's property from taxation; made Port Authority 
obligations legal for investments, ani declared that the legislation 
should constitute a contract between the States for the benefit of lenders 
and that the Port Authority might include any part thereof as recitals in 


its bonds. 


Experience under Initial Facilities Financing 
Between 1926 and 1929, as was indicated above, the Port Authority 


80ld $76,000,000 of its bonds for the completion of its interstate bridges. 
Each facility had beer separately financed. Bondholders were protected 

by sizeable sinking and reserve fund requirements. The principle that 

the cost of each of these facilities should be promptly amortized vas 
firmly established. As late as 1926, the Port Authority itself reiterated 


this principle. In ite Anmal Report for that year the Authority called 


for the devotion of toll proceeds: 
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", « » strictly to the payment of operating costs 
and to the gradual reduction of the debt incurred 
in their construction, with a view to making these 
facilities free from tolls within a reasonable 
time" (Port Authority Eighth Annual Report, 
December 31, 1926, p. 61). 

Elsewhere in the same report, it is stated that the Commissioners: 
", . « realized that these bridges are public enter- 
prises, built solely for the purpose of furnishing 
a public service, and that rates charged the public 
for use of the facilities should not be higher than 
would be required to return revenues sufficient to 
pay operating expenses and interest and amortization 
charges on the debt incurred for moneys used to build 
the bridges.” (pp. 52-53) 

Meanvhile, however, the Holland Tunnel, built and operated under 
separate commission auspices, opened for traffic on November 13, 1927. 
Te two Arthur Kill Bridges, first of the Port Authority's facilities to 
achieve completion, did not open until June 29, 1928. After the bridges 
vere opened, it developed that traffic expected to flow over them to a 
large extent used the Holland Tunnel and that the traffic estimates on 
the basis of which the Port Authority's Series A bonds had been sold vere 
too high. In reliance on these estimates the maturity schedule of these 
bonds had also been scaled too high. It began to look as though revenues 
frog the Arthur Kill Bridges would be insufficient to meet the scheduled 
mortization charges and that a default was imminent. 

Moreover, the financing of the bridges made it necessary for each 
fecility to stand or fall on its individual earnings. There was no method 
by vhich earnings of one facility could be applied to meet the deficits 
of others. 

To meet these difficulties, the Port Authority proposed that the 
Holland Tunnel be combined and operated jointly with the Port Authority 
bridges and a new tunnel to be constructed. It was contended that this 
would eliminate the danger of competitive tolls and would render the 
Authority's bonds less speculative. Adoption of this proposal was 
destined to put an end to individual facilities financing. As late as 
1929, hovever, the Port Authority was still devoted to prompt debt amor- 
tization, In ite Annual Report for that year, it recommended: 

", « » include all revenues from tolls in a revolving 
fund which, after the payment of operating costs, will 
be devoted strictly to amortization of debt and the 


lowering of tolls.” (Port Authority Ninth Anmal 
Report, December 31, 1939, p. 51) 
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B. Bridge-Tunnel Unification and Refundi 1931-1 
To meet the impending default on Series A (Arthur Kill Bridges) bonds, 


the two States adopted the Port Authority's proposal. The first step, in 





1930, was bi-state legislation (New York, C. 421, Laws of 1930, April 12; 
New Jersey, C. 247, Laws of 1930, April 21) making the Port Authority the } 
agent of the States in connection with the operation and maintenance of 
the Holland Tunnel, as successor to the New Jersey Holland Tunnel Commis- 
sion and the New York State Bridge and Tunnel Commission. The Port 
Authority was authorized to accumilate and maintain a reserve fund of 
$150,000 from Holland Tunnel revemes for operating and maintenance costs, 
and was directed to 

‘hold one-half of the balance of the net revemes from said 

tunnel as agent for the State of New Jersey, and one-half 

es agent for the State of New York, and... from time to 

time pay over or dispose of the share of each state as may 

be required by the laws of such state, now existing or 

hereafter enacted.” 

The following year saw the enactment of the epoch-making Bridge- 
Tunnel Unification (New York, C. 47, Laws of 1931, March 4; New Jersey, 

C. 4, Laws of 1931, March 2) and General Reserve Fund (New York, C. 48, 
Laws of 1931, March 4; New Jersey, C. 5, Laws of 1931, March 2) legisla- 
tion which definitely committed the two States and the Port Authority to 
a commingling of facility revenues not limited to revenues of bridges and 
tunnels, vast new expenditures for facilities, and an indeterminate defer- 
ment of any distribution of surplus revemes to the States. 

The Bridge-Tunnel Unification Statutes accomplished the following 
purposes: 

1. They unified the construction, maintenance, operation and control 
of all bridges and tunnels theretofore or thereafter authorized under the 
Port Authority “to the end that the tolls and other revenues therefrom 
shall be applied so far as practicable to the costs of the construction, 
maintenance and operation of said bridges and tunnels as a group’; 

They authorized construction of a new Midtown Tunnel, later called 
the Lincoln Tunnel under the Hudson River; 

3. They directed the Port Authority to establish such tolls “as it 
may deem necessary to secure from all of such bridges and tunnels as 4 


group, at least sufficient revenue to meet the expenses of construction, 


maintenance and operation of such bridges and tunnels as « group, ani to 


provide for the paynent of the interest upon and amortization and retirement 
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of and the fulfillment of the terms of all bonds and other securities and 
obligations which it may have issued or incurred in connection therewith"; 

4, They provided for reimbursement of the State of New York and 
New Jersey for approximately $50,000,000 in coste incurred by them for 
construction of the Holland Tunnel. This was accomplished out of pro- 
ceeds of a Port Authority bond issue (Series E); 

5. They “abrogated”, so far as inconsistent, the Congressionally 
approved interstate compact of December 30, 1919, pursuant to which the 
two States had constructed the Holland Tunnel under a commitment for 20- 
year amortization; 

6. They authorized the Port Authority to pledge bridge-tunnel 
revemes as security for repayment of its borrowings; 

7. They reiterated the commitments of the two States (a) to refrain 
from impairing the Port Authority's power to establish tolls, and (b) to 
refrain from authorizing competitive facilities without making adequate 
provision for the protection of lenders, so long as bridge or tunnel 
obligations remained outstanding; and 

8. They made such obligations legal for investment and exempted Port 
Authority property from taxation. 

Simultaneously, by the General Reserve Funds Acts, the two States 
provided that in all cases in which the Port Authority had raised or 
should thereafter reise money for the acquisition or construction of 
terminal or transportation facilities by the sale of bonds legal for 
investment, surplus revenues from the facilities so finances should be 
pooled and applied to establishment and maintenance of a general reserve 
fund in the amount of 10% of the face value of Port Authority bonds legal 
for investment currently outstanding. It was further provided that such 
funds might be pledged for payment of obligations under such bonds. 
“Surplus revenues” in the case of any facility was defined as revenues 
in excess of amounts needed for debt service applicable to such facility. 
Surplus revenues in excess of amounts needed for the General Reserve Fund 
were to be “used for such purposes as may hereafter be directed by the 
two said states.” 

By resolution adopted March 9, 1931, the Port Authority established 
the General Reserve Fund called for by the statutes and pledged the fund 
“as security for the repayment with interest of moneys heretofore or here- 


after raised by it upon bonds, legal for investment as defined and limited 
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in said statutes, and as security for the fulfillment of any other uner- 
takings heretofore or hereafter assumed by it to or for the benefit of 

the holders of such bonis...” In its resolution, the Port Authority 
reserved the right to use the General Reserve Fund to support other bonds 
thereafter authorized by the two states, but with holders of such bonds j 
having no greater rights than holders of bonds for which the fund was then 
being pledged. By resolution adopted on September 22, 1932, it was pro- 

vided that the General Reserve Fund should not be used to support any nev 
issues unless specifically so provided. 

By 1946, the General Reserve Fund reservoir vas, for the first time, 
filled and excess revemues accrued to the Port Authority. These vere 
paid into ea “Special Reserve Fund" for the benefit of holders of “General 
and Refunding Bonds,” to be described below. 

A further apparent consequence of the 1931 legislation is that it 
became the basis for financing the Port Authority Building (Inland Terminal } 
No. 1) as though this facility were a bridge or tunnel. 

In the same year, by counterpart legislation, the two states author- 
ized the Port Authority, by voluntary agreement, to compensate municipali- 
ties in the Port of New York District for loss of tax revemes resulting 
from ite acquisition, and the consequent removal from the tax rolls, of 


property (New York, Laws of 1931, Chapter 553, April 21; New Jersey, j 


Laws of 1931, Chapter 69, April 7). 





PORT OF NEW YORK AUTHORITY 1801 


To recapitulate in part, after the 1931 legislation the funded 


debt of the Port Authority was as follows: 


Series 
Year of and In- 
Bond terest Maturit - Principal 
Project Issue Rate ties Amount 
Arthur Kill Bridges 
(Goethals Bridge 
and Outerbridge 
Crossing) 1926 A lt 1932-46 $ 14,000,000 
George Washington (1926 BLG 1936-50 20 ,000 ,000 
Bridge (1929 B 44 1939-53 30 ,000 ,000 
Bayonne Bridge 1926 Che 1938-53 12,000 ,000 
Inland Terminal No. 1 1931 D 44 1936-60 16 ,000 ,000 
Holland Tunnel 1931 E uA4 1933-60 50 ,000 ,000 
re ee ee $142 ,000 ,000 





The dates on which these facilities were opened to traffic are: 


Holland Tunnel ------------------------- November 13, 1927 
Arthur Kill Bridges------------.----- -—June 29, 1926 
seorge Washington Bridge------ ~-=-- ---October 25, 1931 
Bayonne Bridge-- ~---<----<---<--<+-<-<- November 15, 1931 
Port Authority Building----------------( October 3, 1932 


Financing the Lincoln Tunnel -- The Refunding Program 

The Port Authority's Annual Report for 1931 stressed the fact that in 
that year it had been able, entirely on its own credit as strengthened by 
the Bridge-Tunnel Unification and General Reserve Fund legislation, to 
raise $50 million on its Series E Bonds and $16 million on ite Series D 
Bonds. The report further stated that “with an asset such as the excellent 
revemue-producing Holland Tunnel, it is felt that the future credit of the 
Port Authority is assured. 

The problem of raising the estimated $90 million required for the newly 
authorized construction of the Midtown Hudson (Lincoln) Tunnel, however, 
was deferred unsolved because of adverse credit conditions. In 1932, 
similarly, the Authority was unable to arrange large-scale construction 
credit through conventional channels, and its efforts to negotiate an 
RFC loan were unavailing. Construction had to be discontimed. In 1933, 
the Port Authority finally succeeded in negotiating a $37. 5 million credit 
with the Federal Emergency Public Works Administration, and tunnel construc- 
tion was resumed. 


Related to these depression-aggravated difficulties in financing the 
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construction of the Lincoln Tunnel was the growing awareness, reflected 
in the annual reports of the Port Authority during the early 1930s, 
that its financial structure required overhauling and simplification. 

Although the General Reserve Fund legislation had added some 
flexibility to that structure, it appeared to the Port Authority in 1934 i 
that the schedule of serial maturities on its original facilities financing 
was such that if debt incurred for the Lincoln Tunnel's construction vere 
added to the existing debt structure the Authority would not have been able 
to meet amortization requirements for a mumber of years beginning in the 
early 1940s. Means were accordingly sought for rescaling these require- ; 
ments by refunding the outstanding debt. 

is required a type of bond capable of consolidating debt on exist- 

ing Port Authority facilities with newly contracted debt for the construc- 
tion of the Lincoln Tunnel and future facilities. To be acceptable for 
refunding, such a bond had to give investors the same rights as vere } 
enjoyed by holders of the original facilities obligations, subject to the 
prior liens established in favor of those obligations. 

With these objectives, the Port Authority, in 1935, established its 
so-called General and Refunding Bonds to finance the construction of the 
Lincoln Tunnel and to refund all of its then outstanding serial bonds. 
According to a report submitted by the Port Authority in June 1940 to the ' 
New Jersey Joint Legislative Committee Appointed Pursuant to the Senate 
Concurrent Resolution Introduced March ll, 1940, the program contemplated 
spreading the life of the new obligations over a longer period than the 
original serial bonds, in order to lighten annual amortization charges 
and thus permit construction of the Lincoln Tunnel. In addition, this 
report stated, there were certain collateral purposes. One was to effect 
savings in interest by taking advantage of an improved credit standing 
and a lower market rate for money. Another such purpose, the report stated, 
was to eliminate the $5,000,000 George Washington Bridge Statutory Reserve 
Fund by refunding the Series B Bonds. The George Washington Bridge had 
become a revenue producer, but its ability to contribute to the General 
Reserve Fund and thus to the support of new or unprofitable Port Authority 
enterprises was being obstructed by the mandatory reserve provisions of 
the statutes which authorized the construction of the Bridge. j 


"Finally," according to the report, "since the refunding program con- 


aaa 


templated one general type bond to cover all of the facilities, it would 





— 
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eliminate the disparity of prices which had existed in the case of the 
individual facility obligations. In the case of the serial bonds there 
was sometimes a spread of as much as & or 9 points between the various 
series. This tended to confuse the investing public and was generally 
undesirable. 
"In the last analysis, the refunding program would help to effectuate 

the 1931 Bridge and Tunnel Unification policy by eliminating individual 
facilities obligations. It would place financing upon a unified basis.” 


(Emphasis in original ) 


The Basic Resolution and the General and Refunding Bond 


On March 18, 1935, the Port Authority adopted ite so-called Basic 
Resolution establishing ite issue of General and Refunding Bonds and 
setting forth the contractual obligations of the Port Authority to holders 
of those bonds, including the resources pledged for their payment, the 
limitations on their use, and other commitments protective of investors. 

It may be well here parenthetically to note that the dual role of 
the Port Authority -- first, as a delegate of governmental powers under 
broad enabling compacts and statutes, and second, as a quasi-autonomous 
institutional borrower and enterpriser -- has created an unusual pattern. 
In ite capacity as delegate of governmental powers, it has exercised un- 
controlled discretion over tolls and toll policies; in its capacity as 
quasi-independent borrower, it has imposed limitations upon its own 
activities for the benefit of investors. These limitations have become 
contracts which tie the hands of the states. The consequence is that the 
Port Authority has sometimes been in a position to assert its own self- 
imposed impotence as an obstacle to the adoption of policies which have 
been urged upon it. 

The relevance of this digression will more fully appear when the terms 
of the Basic Resolution, and of later Port Authority resolutions, are con- 
sidered in greater detail. It should simply be borne in mini that these 
resolutions are not statutes -- but that they acquire something of the 
force of statutes by virtue of the fact that their covenants must be 
respected by the states. We are thus confronted with an apparently irrevo- 
cable delegation by the legislatures of important legisletive policy ques- 
tions. The Port Authority retains emple means for protecting investors, 


but the states are substantially shorn of means for protecting facility users. 
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If this seems to impose insurmountable obstacles to reforn, however, 
one need merely recall the Port Authority's own method of cutting Gordian 
knots. When outstanding obligations contain onerous conditions (such as, 
for instance, an unacceptable statutory reserve requirement), the Port 
Authority resorts to refunding operations which end in eliminating the 
offensive condition. One answer to the contention that the Port Authority 
is powerless to undertake projects because of its commitments to bond- 
holders may be that the commitment in question could be eliminated in re- 
funding operations. In this posture, issues may well resolve themselves 
into questions of the dollar cost of one set of values as against another, 
and we will not be confronted by the plea of "legal and contractual impos- 
sibility.” 

Returning to the Basic Resolution for General and Refunding Bonis, 
this resolution establishes an open issue. There is no maximum limit to 
the amount of bonds which may be issued, provided they fall within the 
purposes for which such bonds may be issued. These purposes include: 

1) refunding outstanding bonds into a single issue; 

2) financing the Lincoln Tunnel as a two-tube facility; 

3) subject to complex limitations with respect to earnings, refunding 
obligations outstanding in connection with future projects then 
in operation. 

In the Basic Resolution, the Port Authority undertook to establish 

@ separate sinking fund for the bonds of each series of General and 
Refunding Bonds (except series consisting of serial bonis) adequate to 
meet interest and redemption, payments into such sinking funds to commence 
within five years of the date of issuance. Payments into a sinking fund 
was to be made in cash or in bonds of the series for which the fund was 
established. 

All General and Refunding Bonds were to be equally secured, subject 
only to prior pledges for the benefit of holders of original facility 
bonds, by a pledge of the net revemes of the George Washington Bridge, 
the Holland Tunnel, the Bayonne Bridge, the Arthur Kill Bridges, the 
Lincoln Tunnel and Port Authority Terminal No. 1, and of any additional 
facilities that might be financed in whole or in part by General and 


Refunding Bonds. 


Thus General and Refunding Bonis became a first lien on the Lincoln 
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Tunnel revenues, whereas the revenues of the other facilities remained 
subject to a prior charge in favor of one of the original issues (Series 
Ato). However, early issue bonds refunded by General Refunding Bonds 
were not to be cancelled but were to be pledged with e trustee as collateral 
for General and Refunding Bonds. In this way, holders of General and Re- 
funding issues participated in the prior liens on original facility 
revemes. 

Bonds of the bridges series (A, B, and C), it will be recalled, con- 
tained provision for the ultimate repayment of advances made by the two 
states but only out of surplus revenues in years in vhich the claims of 
bondholders had been fully satisfied. The Bagic Resolution provided 
that these bonds, even if entirely refunded, should be kept alive as 
collateral security for payment of the General and Refunding Bonds until 
the claims of the states for such advances had been fully discharged. In 
this way, the claims of the states for repayment were effectively subor- 
dinated to the claims of the new General and Refunding Bond holders. 

The Basic Resolution also provided for a Special Reserve Fund for 
General and Refunding Bonds into which were to be paid net revenues of 
the Port Authority in excess of amounts needed for debt service and sums 
payable into the General Reserve Fund to maintain the same at an amount 
equal to 10 percent of funded debt. Not less than 50 percent of this 
Special Reserve Fund was to be applied to the purchase or redemption of 
General and Refunding Bonds. The balance could be applied to any other 
lavful purpose. 

Finally, the Basic Resolution empowered the Port Authority to take 
action to amend the resolution to cure ambiguities and correct defects, 
but not to change the payment of principal or interest. Other amendments 
may be made by bondholders, 60 percent thereof concurring. 

The refunding program was initiated on March 25, 1935, by the issuance 
of $34.3 million face value of 40-year, 4 percent, lst Series General and 
Refunding Bonds. By the end of 1941, the initial facility issues, Series 
A through E, had been fully refunded. In the intervening period, in 
excess of $250 million in General and Refunding Bonds, comprising the lst 
through the 6th Series had been issued by sale or by exchange, to cover 
refunding operations, Lincoln Tunnel construction, and settlement of state 


advances for the construction of the George Washington Bridge. 
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At December 31, 1941, a total of $177,851,000 of General and Refunding 
Bonds, in Series third through sixth, vere outstanding, the first two 
Series having themselves been refunded. 

In its Annual Report for 1940, published in 1941, the Port Authority 
declared: 


"This plan, known as the refunding program, wae launched in 
1935 and completed in 1941. Its significance lies in the 


fact that the present Port Authority debt can be retired 


ear b ar out of co enues so that eventual 
the facilities will be free of debt. (p. 
is supplied 


In light of this pronouncement it is pertinent to note that funded 
debt of the Authority had risen from $188,913,000 at the close of 1935 
to $255,001,777 at the close of 1940. By December 31, 1959, moreover, 
funded debt of the Authority had reached $574 ,809,000. 

What has prevented realization of the freedom of Port Authority faci- 
lities from debt, has not been lack of revermes of established facilities 


but the tremendous expansion of the Authority's investments into new ventures. 


Repayment of State Advances 
It will be recalled that in connection with the financing of the Port 


Authority Bridges, the two states agreed to appropriate a total of $16 

million to aid construction. $17.5 million in construction funds was 

actually advanced. In 1935, by concurrent legislation (New York, Ch.293, 

Laws of 1935, April 4; New Jersey, Ch. 165, Laws of 1935, April 18), the 

two states agreed to the compromise of the $7.5 million of advances made 

by them for the construction of the George Washington Bridge by payment 

of only five-ninthe of that amount. The rationale of the compromise vas ' 
that in view of the subordinate position of the amount due the states it 

would not become payable for many years. The legislation declared it to 

be the purpose of the states “to make provision by law vhereby the Authority 

may be authorized, with the consent of both states to adjust and liquidate 

the claims of each state on the basis of a fixed amount, representing the oy tl 
present worth of such obligations...” The legislation further declared 

that “upon the basis of conservative estimates of prospective traffic and 

earnings the present vorth of the obligations due to each state... is 
approximately « sum equal to five-ninths of the amount . . . appropriated 


+ « « payable March first, nineteen hundred forty-one, with interest at 


+ « « three percentum. . 
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Pursuant to thie legislation, in 1935, the Port Authority issued to 
the State of New Jersey Series F 3 percent Bonds in the amount of $2.5 
million, maturing in 1941, in full settlement of advances for construction 
of the George Washington Bridge aggregating $4.5 million. Similarly, in 
1938, the Port Authority issued to the State of New York Series FF 3 per- 
cent Bonds in the amount of $2,777,777.78, due in 1941, in settlement of 
thet State's construction advances aggregating $5 million. By the end 
of 1941 the entire issues of Series F and Series FF Bonds had been re- 
funded, along with the Series A to E Bonds. These obligations, however, 
were not refunded into General and Refunding Bonds but into a new Series 
G, 1.10 percent serial issue maturing in 1941 through 1945. 

Advances of the two states for the Staten Island Bridges were not 
repaid until 1946. By concurrent legislation enacted in that year (New 
York, Ch. 352, Laws of 1946, April 1; New Jersey, Ch. 5%, Laws of 1946, 
April 4), it was provided that the Port Authority should be permitted to 
repay these advances although the conditions prescribed for their payment 
had not arisen. 

The legislation recites the terms upon which the state advances vere 
to be repaid, i.e., in anmual installments, if and when earned over prior 
charges, and then states: 

“the revenues from said bridges having been insufficient to 

permit any such payments up to the present time but the port 

authority being in a position to fund ite obligations to 

pay back said appropriations, now therefore -- the states 

hereby agree that the obligations of the port authority to 

pay beck said moneys may be satisfied and discharged by the 

delivery to the two states of bonds or money, or both, in 

an aggregate principal amount equal to said appropriations . 

Pursuant to this legislation, in 1946, the Port Authority issued 
$8.3 million of General Reserve Fund Notes, Series K, to liquidate the 
edvances. 

It will be recalled that refunded initial facility bonds had been 
deposited with a trustee for the benefit of General and Refunding Boni 
holders, presumably for the purpose of subordinating the claims of the 
states. With the 1946 payments, these claims were fully liquidated. In 
that year, accoriingly, remaining Series A ani C Bonds vere cancelled 


and physically destroyed. 


Federal Grants 
In addition to the edvances made by the states for the construction 


of the Port Authority Bridges, part of which were compromised as described 
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above, the Federal Government, during the depression, meade grants to 
the Port Authority aggregating $6.9 million to meet a portion of the 
costs of constructing the George Washington Bridge and the Lincoln 
Tunnel. More recently, in the years 1949-1959, inclusive, the Federal 
Government made contributions to the Port Authority under the Federal 
Airports Act aggregating $15.8 million. In 1959, further, the Federal 
Government contributed $887,000 under the Federal Highways Act. 

The credit advanced by the Federal Government for Lincoln Tunnel 
construction, the forgiveness of state construction advances and the 
substantial outright grants made by the Federal Government to the Port 
Authority's construction program all derogate from the contention that 
the Authority depends entirely on reveme financing and is wholly inde- 


pendent of support by tax revenues. 


Financing of Inland Terminals 
Until 1947, the General and Refunding Bond in its various series 


remained the exclusive long term debt obligation of the Port Authority. 
In addition to the bridges and tunnels, it has been noted, the Port 
Authority Building and its Inland Freight Terminal No. 1 were brought 
under the General and Refunding Bonds by refunding of the Series D issue 
of 1931. 
Other facilities financed by use of General and Refunding Bonds in- | 
clude the Port Authority Grain Terminal and Columbia Street Pier and 


the Port Authority Truck Terminals and Bus Terminals. 


Grain Terminal and Columbia Street Pier 

By Chapter 410 of the Laws of New York, 1944, amended by Chapter 899, 
Laws of New York, 1945, the State of New York transferred to the Port 
Authority the Gowanus Grain Terminal on the Brooklyn waterfront, includ- 
ing a pier at Columbia Street. ‘The State advanced $1,150,000 as a re- 
habilitation fund, to be repaid by the Authority out of earnings at the 
rate of $65,000 per anmum, including interest at 2 percent. In sddition, 
after this advance had been repaid, the Port Authority was to pay the 
State $50,000 a year for 10 years. The same enactment made the bonds to 
be issued by the Port Authority to finance the improvements to these 
facilities legal for investment in New York. In the following year, by 
Chapter 197, Laws of New Jersey, 1945, the State of New Jersey followed 


suit. State advances on account of the Grain Terminal vere repeid to 
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New York out of the proceeds of Eleventh Series General and Refunding 


Bonds issued in 1946. 


Truck Terminals 
By Chapter 163, Laws of New York, 1945, and Chapter 197, Laws of 
New Jersey, 1945, the two states provided that bonds issued by the Port 
Authority to finance motor truck terminals should be legal for investment, 
thereby qualifying Truck Terminal obligations for the General Reserve 
Fund. On September 12, 1945, the Port Authority sold $7.5 million of 
Series J Convertible Terminal Bonds to finance the construction of Man- 
hattan and Newark truck terminals. These bonds provided for mandatory 
exchange for Tenth Series General and Refunding Bonds as soon as these 
facilities qualified for such financing under the Basic Resolution. This 
was done during 1950. 
Bus Terminals 
By Chapter 443, Laws of New York, 1946, and Chapter 95, Laws of 
New Jersey, 1946, the States provided that debt incurred by the Port 
Authority for bus terminal purposes should be legal for investment and 
qualify for the General Reserve Fund. On July 16, 1947, the Port 
Authority sold $16,350,000 par value of Series M Terminal Bonds. The 
proceeds vere used for the construction of the Union Motor Bus Terminal. 
In March 1951, the outstanding balance of this note issue was exchanged 


for General and Refunding Bonds, Twelfth Series. 


Fulfillment of General Reserve Fund; the Special Reserve Fund 
By the end of 1946, for the first time, the Port Authority's General 


Reserve Fund had been built up to the full statutory requirement of 10 
percent of funded debt. Funded debt stood at $199,329,000, and the 
fund at $18,932,900. In addition, the Special Reserve Fund contained a 
balance of $5,022,208. 

1947 Amendments to Basic Resolution and General Reserve 

Fund Resolution 

In a resolution adopted October 23, 1947, the Port Authority provided 
that bonds and notes issued after that date for new projects could be re- 
funded with General and Refunding Bonds only if (1) the net operating 
revemes of the new facility covered debt service on the new General and 
Refunding Bond issue for the ensuing year one and one-half times, or 


(2) the net operating revenues applicable to debt service on all outstanding 
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General and Refunding Bonds, including the new bonds, covered the conm- 
bined debt service for the ensuing year one and one-half times. This 
marked a tightening of requirements, and no additional major Port Authority 
projects have been financed through General and Refunding Bonds. 

On November 13 of the same year, the Port Authority amended its 
General Reserve Fund Resolution. The 1931 Legislation requiring the 
establishment of this fund failed to provide for the continued maintenance 
of any minimum sum. In consequence, the Port Authority could use the fund 
to accelerate debt retirement, regardless of the balance remaining in the 
fund. The 1947 amendment provided that the funde in the General Reserve 
Fand should not be used for debt service unless (a) no other funds are 
available or (b) unless and only to the extent that the aggregate of the 
General Reserve and all Special Reserve Funds equals at least two years’ 


debt service on the General Reserve Fund Bonds. 


C. Financi of Air Terminals and Marine Terminals ( 77-1952) 





The year 1947 marked the culmination of several years of active 
interest expressed by the Port Authority in the development of the Port 
Area's airports and marine terminal facilities. In April of that year 
the two States enacted legislation authorizing the Port Authority ¢ 
enter these areas. In financing air terminal and marine terminal improve- 
ments, the Port Authority departed from its trend toward consolidation, 
evident since 1931, and established new Air Terminal ant Marine Terminal 
Bond issues. 

With respect to marine terminals, the States, in Chapter 631, Laws 
of New York, 1947, effective April 5 (amended by Chapter 784, Laws of 
New York, 1948, effective April 3) and Chapter 44, Laws of New Jersey, 
1947, effective April 2 (amended by Chapter 212, Laws of New Jersey, 1948, 
effective July 16), authorized the Port Authority, by cooperation or by 
condemnation to engage in the development of marine terminals, all as 4 
supplement to the 1921 compact. 

The bi-State legislation concerning air terminals, enacted con- 
currently, is found in Chapter 802, Laws of New York, 1947, effective 
April 11 (amended by Chapter 785, Laws of New York, 1948, effective 
April 3) and Chapter 43, Laws of New Jersey, 1947, effective April < 


(amended by Chapter 212, Laws of New Jersey, 1948, effective July 16). 


These air terminal financing and effectuation acts declared the policy of 
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the two States to encourage the integration of air terminal facilities 
within the Port District in furtherance of the Comprehensive Plan, and 
authorized the Port authority to acquire, improve, and operate such 
terminals. Local agencies were authorized to cooperate. 

Freeing the Port Authority from taxes on property acquired or used 
by it, the Acts authorized the Authority to agree to make reasonable 
payments to municipalities to avoid undue tax losses by the letter. 

The General Reserve Fund was made available as security for bonds 
issued for air terminal purposes. In addition, the Acts authorized the 
Port Authority to pledge the revemes of all facilities effectuated 
through bonds secured by the General Reserve Fund as security for the 
repayment of air terminal bonds. Moreover the States covenanted to air 
terminal bond purchasers that as long as any such bonds should remain 
unpaid they would not impair the Port Authority's power over tolls. 

Bonds issued for air terminal purposes were made legal for invest- 
pent. 

Also, the States authorized the Port Authority to apply for Federal 
loans or grants. Between 1949 and 1959, the Port Authority received 


$15.6 million in grants-in-aid under the Federal Airports Act. 


The New York City Airports Lease 


The immediate fruit of the air terminal financing and effectuation 
acts was an agreement between the Port Authority and the City of New York 
dated April 17, 1947, for the lease to the Authority of the Municipal 
Air Terminals. The Authority agreed to provide funds up to $198,500,000 
in the aggregate, if necessary, for the improvement of the terminals, of 
which amount $100,000,000 was to be spent prior to June 1, 1954. (The 
Port Authority failed to meet this obligation. Ite Annual Report for 195% 
indicates that its total investments in LaGuardia and New York Inter- 
national Airports at that year's end aggregated less than $74 million.) 
The lease will expire when all obligations issued in connection with these 
air terminals have been paid, but not later than May 31, 1997, whereupon 
the properties will be returned to the City. The lease provides for 
minimum annual rental payments of $350,000 a year for the first 10 years 
and $450,000 a year for the remaining forty years. When the total net 
operating revemes for prior years amounts to 5 percent of outstanding 


debt, the rent for the following year will be the guaranteed amount or, in 
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the alternative, three-quarters of the net operating revenues, whichever 
is greater. 
Newark Marine and Air Terminals Lease 

On October 22, 1947, the Authority and the City of Newark entered 
into ea leasehold agreement covering the Newark Marine and Air Terminals. 
The Authority agreed to provide $70,500,000 in the aggregate, if neces- 
sary, for the improvement of these terminals. Of that amount $50,000,000 
was to be spent within seven years from the effective date of the lease, 
The lease will expire when all Port Authority bonds issued for Newark 
Marine end Air Terminals have been paid but not later than 50 years from 
its effective date. This lease calls for a minimum anmal rental of 
$100,000 a year for the first 10 years and $125,000 a year for the balance 
of the term. When the total net operating revenues amount to 5 percent 
of outstanding debt the rent will be the guaranteed amount or 75 percent } 


of net revenue, whichever is greater. 


Air Terminal Bond Resolution 

On June 18, 1948, the Port Authority established an issue of Air 
Terminal Bonds to raise finance air terminal improvements. Such bonis 
may be issued for financing air terminal improvements and refunding air 
terminal obligations. They are secured by net revemes of air terminals 
financed by Air Terminal Bonds, by the General Reserve Fund, and by an 
Air Terminal Reserve Fund established by the Resolution. | 

Up to a specified maxima amount, no restriction related to earning 
power is imposed on the issuance of Air Terminal Bonds. The unrestricted 
total is either $269 million or an amount equal to the sum of $100 million 
based on March 1947 construction costs plus $50 million based on August 
1947 construction costs, whichever is greater. These alternatives relate 
to the leasehold obligations of the Port Authority respecting minimum 
expenditures. 

Beyond this maximm, the issuance of Air Terminal Bonds is limited 
by complex earning power tests designed to safeguari debt service. In 
essence, these contemplate that after the financing, the net revenues 
of (1) all facilities, including new facilities, financed through Air 
Terminal Bonds, or (2) all facilities whose surplus revemes are payable 


into the General Reserve Fund, or (3) the new facilities themselves, will 


cover the relevant maximum debt service for any year one and one-quarter tines. 
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Sinking fund payments for each series of Air Terminal Bonds must 
begin within ten years after issuance. 

Subject to General Reserve Fund requirements, surplus revenues of 
facilities secured by Air Terminal Bonds are payable into an Air Terminal 
Reserve Fund, of which at least 50 percent must be applied to debt ser- 
vice and retirement of Air Terminal Bonds, and up to 50 percent may be 
used for other lawful Port Authority purposes. 

Marine Terminal Bond Resolution 

By resolution dated November 23, 1948, the Port Authority established 
an issue Of Marine Terminal Bonds for the purpose of financing marine 
terminals and refunding marine terminal obligations. They are secured by 
net revemmes Of marine terminals, the General Reserve Fund, and a Marine 
Terminal Reserve Fund established by the resolution. 

Except that no specified maximum is provided, restrictions on the 
issuance of Marine Terminal Bonds resemble those applicable to Air Ter- 
minal Bonds, a 1.25 ratio of estimated earnings to maximum debt service 
being required. Sinking fund and special reserve fund provisions also 
resemble those in the Air Terminal Bond Resolution. A Marine Terminal 
Reserve Fund receives surplus revemes of marine terminal facilities 
financed by Marine Terminal Bonds. Not more than 50 percent of this fund 


is available for general Port Authority purposes. 


Initial Air Terminal and Marine Terminal Financing 
During 1947 the Port Authority issued $10,000,000 Series L Air Ter- 


ginal Notes. In 1948, a bi-State contract was entered into for the 
acquisition of Teterboro Airport. The Port Authority was to pay 
$3,115,000 for this acquisition on April 1, 1949. In July 1948, the 
Port Authority sold $30 million of Air Terminal Bonds, First Series, for 
sir terminal purposes ani repaid the Series L Notes. In the same year 
the Authority sold $7 million of Marine Terminal Bonds, First Series for 
improvements at Port Newark. 

By the end of 1952, the Port Authority's Air Terminal Bonds out- 
standing aggregated $74,400,000 and its Marine Terminal Bonds $10,000,000. 
The policy of financing through these issues, however, was abandoned in 
that year, when the Port Authority once again turned to the unification 
of its debt structure (as it had done with the General and Refunding Bonds 


in 1935), through the establishment of a new Consolidated Bond issue 
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designed to become the Authority's exclusive long term debt instrument. 


D. The Consolidated Bond Resolution of 1952 and Financing Thereunder 
(1952-1959) 


On October 9, 1952, the Port Authority adopted ite Consolidated 
Bond Resolution establishing a new multi-purpose bond issue designed to 
finance all future Port Authority construction and refunding. The 
Resolution provided that no further General and Refunding, Air Terminal, 
or Marine Terminal Bonds should be issued. Under the Resolution all 
Consolidated Bonds are secured by a first lien on the net revenues of 
existing Port Authority facilities, subject however to existing liens 
in favor of holders of outstanding General and Refunding, Air Terminal, 
and Marine Terminal Bonds. They are also secured by the General Reserve 
Fund. 

It is provided that Consolidated Bond issues used for refunding shall 
(and other issues may) provide for mandatory periodic retirement. 

The Resolution imposes limitations related to earning power upon the 
issuance of Consolidated Bonds. These are generally comparable to those 
of prior issues, but the ratio of earnings to maximum debt service re- 
quired is 1.3 (as compared to 1.25 for Air Terminal and Marine Terminal 
Bonds and 1.5 for General and Refunding Bonds issued subsequent to 
October 23, 1947.) Im sum, no Consolidated Bonds are to be issued except 
to (1) refund outstanding Consolidated Bonds or bonds of prior issues or 
unless it has been demonstrated or is estimated that after issuance, 

(2) all facilities, including the new facilities, financed by Consolidated 

Bonds, or (3) all facilities whose surplus revemes are payable into } 
the General Reserve Fund, or (4) the new facilities, themselves, will have 
revemes that will cover the relevant maximm debt service for any year 

one and three-tenths times. 

An important distinction between Consolidated Bonds and prior Port 
Authority issues, however, is the character of the Consolidated Bond 
Reserve Fund established by the Resolution. The Resolution recites that 
this fund, into which all balances of net revemes pledged as security 
for Consolidated Bonds shall be paid (subject only to the requirements 
of the General Reserve Fund), is pledged “as additional security” for 


Consolidated Bonds. In point of fact, however, the Resolution makes the 


Port Authority the sole judge of the manner in which these moneys shall 
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pe used. Section 7 of the Consolidated Bond Resolution, which establishes 
the Consolidated Bond Reserve Fund, reads in part: 

"The moneys in the Consolidated Reserve Fund shall be accu- 

mulated or in the discretion of the Authority shall be 

applied to of the following purposes and to such pur- 

poses only:” (Emphasis supplied) 

There follow seven separate enumerations of purpose labeled "(a)" 
through "(g)". Purposes labeled “a” through "f" describe debt service, 
payment, purchase, and retirement of bonds. The purpose labeled "g", 
however, reads: 

"To any other or additional purposes for which the Authority 

is now or may hereafter be authorized by law to expend the 

revenues of its facilities.” 

In light of the breadth of this last purpose, it is clear that the 
Port Authority's power of disposition of funds in ite Consolidated Boni 
Reserve Fund is virtually unrestricted, i.e., subject only to the command 
of the two States. It is therefore difficult to understand why the re- 
strictive language and elaborate enumeration vere used. 

It is further provided by the Consolidated Bond Resolution that any 
balances of sinking funds and special reserve funds of prior issues which 


have been retired shall be paid into the Consolidated Bond Reserve Funi. 


Change in Character of Debt Structure, 1952-1959 
In the period from 1952 through 1959, the Funded Debt of the Port 


Authority more than doubled. The issuance of General and Reserve, Air 
Terminal and Marine Terminal Bonds heaving terminated, the amount of those 
bonds outstanding was reduced through amortization and repurchase. Mean- 
while new capital expenditures vere financed through Consolidated Bonds. 
These included new projects such as Heliports, and Port Authority Piers 

at Brooklyn, Hoboken, the Erie Basin, and Elizabeth, and also improvements 
to existing facilities such as the air and marine terminals, the Lincoln 


Tunnel third tube and the George Washington Bridge lower deck. 
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The change in character of the Authority's Funded Debt is reflected 


in the following table: 
Increase or 


12/31/52 12/31/59 (Decrease) 





G & R Bonds (and Gen- $122 ,288 ,000 $ 58,566,000 ($63,722,000 I 
eral Reserve Fund 
Notes) i 

Air Terminal Bonds T& ,400 ,000 65,895,000 ( 8,505,000) 

Marine Terminal Bonds 10 ,000 ,000 7,976,000 ( 2,024,000) 

Consolidated Bonds 35 ,000 ,000 442 ,372 ,000 407, 372 ,000) 

TOTAL 2h1 ,688 ,000 $ 574,809,000 $333,121,000 


During the same period, the Port Authority also more than doubled 
its investments in facilities. The following table allocated these invest- 
ments to the facilities, grouped according to the bond issues for whose 
payment their revemes are first pledged: 


Investment in Port Authorit) 











12/31/52 12/31/59 
{in millions) in millions ___Increase 

Holland Tunnel 54.0 7.9 3.9 
Lincoln Tunnel 108.6 182.6 Th .O 
George Washington Bridge 73.5 113.1 39 
Bayonne Bridge 13.1 13.1 
Goethals Bridge 7.4 7.4 
Outerbdridge Crossing 9.9 Pe) 
Port Authority Building 17. 2s 
PA Bus Terminal 23.4 4. 6 
PA Grain Terminal 3.1 3. 

and Columbia Street Pier 
NY Truck Terminal 9.9 1.9 
Newark Truck Terminal 8.1 8.1 

Total (Revenues securing 326. 451.8 123.8 j 

G and R Bonds 

LaGuardia Airport 6.7 16.3 7.6 
Newark Airport 5.9 39. 13.3 
NY International Airport 50.0 62.8 12.8 
Teterboro Airport 6.9 10.1 3 

Total (Revenues securing 89.5 326.4 38.9 ' 

Air Terminal Bonds 

Port Newark 19.7 5-7 x 

(Revenues securing Marine 

Terminal Bonis} 

Hoboken Piers A 17.8 17.¢ 
Brooklyn Piers 49.3 49.3 
Erie Basin Piers 8.7 8.7 \ 
Elizabeth Piers 7s: "es 
Heliports s{ oS 

Total (Revenues securing 

Consolidated Bonds 2 83.3 83.1 
TOTAL ALL Facilities 437.4 $ 919.2 $ 481. 





* The balance sheet figure is $920.2 million. 
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It will readily be recognized, from the foregoing tables that the 
bulk of the Consolidated Bond financing has gone to facilities whose 
revenues are first pledged to prior issues and whose surplus revenues 
go to special reserve funds other than the Consolidated Bond Reserve 
Fund. On December 31, 1959, balances in those special reserve funds 


were as follows: 


Special Reserve Fund (G & R Bonds) $10,535 ,000 
Air Terminal Reserve Fund 3,087,000 
Marine Terminal Reserve Fund 753 ,000 


As each of the prior issues is retired, the Consolidated Bonds will 
acquire a first lien on the facilities now pledged to such prior issues, 
and the balances in the special reserve funds will be transferred to the 
Consolidated Bond Reserve Fund. 

ENABLING RESOLUTIONS OF TWELFTH SERIES AND SUBSEQUENT 
CONSOLIDATED BOND ISSUES 

By December 31, 1957, the Port Authority had outstanding almost 
$275 million face amount of Consolidated Bonds, in ten series. Early 
in 1958, a $40 million Eleventh Series issue increased this amount to 
$315 million. 

On April 30, 1958, in connection with its Twelfth Series issue, 
the Port Authority for the first time adopted enabling resolutions which 
added two significant new restrictions upon its use of ite own funds. 

In sum, these restrictions provided that: 

(1) No monies in the Consolidated Bond Reserve Fund or in any of 
the special reserve funds established for the prior issues should be 
used except to service General Reserve Fund bonis and facilities financed 
by a pledge of such bonds, and 

(2) Wo Consolidated Bonds or other bonds secured by the General 
Reserve Fund should be issued for purposes related to new facilities 
unless the Port Authority certified that in its opinion this would not 
for ten years or the duration of the bonds, whichever was longer, in- 
pair the credit standing of the Authority or the investment status of 
its bonds or the ability of the Authority to fulfill ite commitments; 
and monies in the General Reserve Fund could be applied only to purposes 
connected with bonds secured by a pledge of that Fund. 


The same restrictions were added to bond issue resolutions in 1959 
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and 1960. Their full text follows: 


"SECTION 7. The Authority shall not apply any monies in the 
Consolidated Bond Reserve Fund or in any special reserve fund 
established for the benefit of the bonds of any prior issue 
of bonds except for the payment of bonds secured by a pledge 
of the General Reserve Fund in whole or in part, the payment 
of debt service upon bonds so secured, the purchase for re- i 
tirement of bonds so secured or the redemption of bonds so se- | 
cured, or for the payment of expenses incurred for the 

establishment, acquisition, construction or effectuation, or 

for the operation, maintenance, repair or administration of 

any facility financed or refinanced in whole or in part by 

bonds secured by a pledge of the General Reserve Fund in 

whole or in part, or otherwise for the fulfillment of any 

undertakings which the Authority has assumed or may or shall 

hereafter assume to or for the benefit of the holders of 

bonds secured by a pledge of the General Reserve Fund in 

whole or in part; provided, however, that nothing herein con- 

tained shall be construed to permit the application by the 

Authority of monies in the Consolidated Bond Reserve Fund or 

in any special reserve fund established for the benefit of 

the bonds of any prior issue of bonds except for purposes 

and upon conditior which in the case of the Consolidated 

Bond Reserve Fund are authorized by the Consolidated Bond 

Resolution or in the case of said special reserve funds are i 
authorized by the respective resolutions establishing such 

prior issues of bonds. 


"Consolidated Bonds proposed to be issued for purposes in 
connection with an additional facility or a group of ad- 
@itional facilities in connection with which the Authority 
has not theretofore issued bonds which have been secured 
by a pledge of the General Reserve Fund in whole or in 
part, may be issued, and bonds other than Consolidated Bonds 
proposed to be issued for purposes in connection with such 
an additional facility or group of additional facilities 
may be secured by ea pledge of the General Reserve Fund in 
whole or in part, in each case if and only if the Authority 
shall certify at the time of issuance (as defined in 
Section 3 of the Consolidated Bond Resolution) its opinion 
that the issuance of such Consolidated Bonds or that such 
pledge of the General Reserve Fund as security for such 
bonds other than Consolidated Bonds will not, during the 
ensuing ten years or during the longest term of any of 
such bonds proposed to be issued (whether or not Consoli- 
dated Bonds), whichever shall be longer, in the light of 
its estimated expenditures in connection with such ad- 
ditional facility or such group of additional facilities, i 
materially impair the sow credit standing of the 

Authority or the investment status of Consolidated Bonds 

or the ability of the Authority to fulfill its commitments, 

whether statutory or contractual or reasonably incidental 

thereto, including its undertakings to the holders of Con- 

solidated Bonds; and the Authority may apply moneys in the 

General Reserve Fund for purposes in connection with those 

of its bonds and only those of its bonis which it has 

theretofore secured by a pledge of the General Reserve Fund 

in whole or in part. Expenditures in connection with an ! 
additional facility or group of additional facilities shall 

mean the amount of the excess, if any, of the sum of all 

items of expense to be considered in determining the net 

revenues of the additional facility or group of additional 

facilities plus the debt service upon the bonis proposed 

to be issued and upon any additional bonds vhich in the 

Authority's opinion would be required to be issued to place 

and maintain such facility or group of facilities upon 4 

sound operating basis, over and above the sum of all items 

of revenue and income to be considered in determining such 

net revemes.” 
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Several questions are raised by these self-imposed restrictions. 

In the first place, it should be noted that during 1958 legislation 
(Assembly No. 16) was introduced in the New Jersey Assembly to direct 
the Port Authority to take over and operate rail transit in the Port 
District. The Port Authority was uncompromisingly opposed to this 
measure. Ina letter dated May 29, 1956, the Authority informed a 
Committee of the New Jersey Legislature that was considering transit 
legislation that: 

“The other Reserve Funds fi.e., other than the General Reserve 

Pund/, which are earmarked for the Authority's four issues of 

bonds, must, in accordance with our contracts with bond- 

holders, receive all Port Authority revenues which are not 

required by the General Reserve Fund. As a matter of con- 

tract, within constitutional protections, none of these 

existing revenues are available or can be diverted to meet 

the transit deficits of the railroads. . .” 

The sole possible conclusion from this passage is that the Port 
Authority was relying on its new restrictions to nullify its control of 
the monies in the Consolidated Bond Reserve Fund and its control of up 
to 50 percent of the monies paid into the Special Reserve Fund and the 
Air Terminal and Marine Terminal Reserve Funds, discussed above. The 
same inference arises from the Port Authority's letter of November 24, 
1958, addressed to the Assembly Committees on Federal and Interstate 
Relations and on Highways, Transportation and Public Utilities in which 
it stated: 

"Under our contracts with our bondholders, the Port Authority's 

reserves and the revenues from present facilities are pledged 

and committed. They cannot, as a matter of law and contract, 

be diverted . 

The subjective character of the self-imposed restrictions in the 
second paragraph of the quoted provisions is also worthy of note. Formal 
insertion of this restriction against the financing of new projects unless 
the Port Authority shall certify that this will not impair ite capacity 
to fulfill ite obligations creates a right in bondholders. It thus 
affords the Authority added ability to resist mandates by the state legis- 
latures, until the bonds affected by the restrictions are retired. 

It has been contended that the Authority unnecessarily placed these 
new restrictions on its use of excess revenues in an attempt to insulate 
itself from requests that it enter a field which was not attractive to 


it -- that of rail commtation. In support of this view, it has been 


urged that the Authority hed had no difficulty in marketing ite bonds, 
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without the new restriction, as late as February 1958. 

These are grave charges. The Port Authority holds itself out as 
the agent and servant of the two states. For it to erect contractual 
inhibitions against the expenditure of its surplus funds for no other 
reason than a desire to make it impossible for the states to direct 
those expenditures would be to lend credence to charges that the Port 
Authority places itself beyond the control of its avowed masters. In 
this instance, the New Jersey Legislature accepted the Port Authority's 
arguments and rejected the legislation which the Authority opposed. It i 
would be illuminating to learn what considerations gave rise to the adoption 
of these restrictive provisions. 


RECENT BI-STATE LEGISLATION 





In recent years, the States of New York and New Jersey have, by 
concurrent legislation, authorized the Port Authority to make certain } 
major improvements to existing bridges and tunnels, to construct a bridge 
over the Narrows of New York Bay, and to purchase, finance, and rent 
commuter railroad cars. The enactments in question are as follows: 


Lincoln Tunnel Third New York, Ch. 180, Laws of 1954, 


Tube Authorization 


Lincoln Tunnel Parking 
Lot Authorization 


Narrows Bridge Authoriza- 
tion 


Newark Bay-Hudson County 
Extension, Authorizing 


Port Authority Contribu- 
tion 


George Washington Bridge; 
Second Deck Improvement 


Commuter Railroad Cars; 


Purchasing, Financing and 
Rental 


March 23; New Jersey, Ch. 11, Laws 
of 1954, March 22. 


New York, Ch. 810, Lawes of 1 
April 28; New Jersey, Ch. 51, Lave 
of 1955, June 9. 


New York, Ch. 808, Laws of 1955, 
April 28; New Jersey, Ch. 12, Lawes 
of 1956, Apr. 3. 


New York, Ch. 444, Laws of 1956, 
April 9; New Jersey, Ch. 16, Laws of 
1956, April 10. 


New York, Ch. 807, Lawes of 1955, 
April 26; New Jersey, Ch. 156, Laws 
of 1956, Nov. 20. 


New York, Ch. 638, Laws of 1959, 
April 21; New Jersey, Ch. 25, Laws 
of 1959, May 4. 


These enactments may be briefly reviewed. 


LINCOLN TUNNEL THIRD TUBE 


Ground breaking ceremonies for the construction of a third tube of 


the Lincoln Vehicular Tunnel of the Port Authority took place in 1952. 


The completed facility was opened to traffic on May 25, 1957. In 195s, 


in the midst of construction, work had to be suspended because the Supreme 


Court of New Jersey rendered a decision to the effect that the statutes 
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covering the construction of the original Lincoln Tunnel did not authorize 
the construction of a third tube. "However," to quote the Port Authority's 
annual report for 1954, "legislation permitting the third tube construc- 
tion was promptly enacted by the New Jersey and New York legislatures, 

and construction was resumed after a brief halt.” 

The legislation in question amended the Bridge-Tunnel Unification 
Acts of 1931 (Chapter 47, Laws of New York, 1931, and Chapter 4, Laws of 
New Jersey, 1931) so that the tunnel authorized therein is described "to 
consist of three tubes.” The third tube improvement cost approximately 
$95 million. 

LINCOLN TUNNEL PARKING LOT 

The 1955 legislation authorizing this project amended the Bridge- 
Tunnel Unification Act of 1931 by specifically authorizing the construc- 
tion of parking facilities near the New Jersey entrance to the Lincoln 
Tunnel. On November 1, 1955, the lot, with 1100 car capacity was dedi- 


cated. Its construction had cost $455,000. 


NARROWS BRIDGE AUTHORIZATION 

This legislation would have authorized the Port Authority to finance 
and construct a twelve lane double-deck suspension bridge across the 
Narrows in upper New York Bay. The bridge was to be leased to the New 
York Triborough Bridge and Tunnel Authority. Triborough was to acquire 
the bridge upon payment of outstanding indebtedness, but not later than 
1967. The understanding was that the date of transfer would depend on 
Triborough's financial ability to take over the project. In annual 
reports of the Port Authority, from 1954 through 1959 the estimated cost 
of this project was successively stated as $204 million, $220 million, 
$300 million, and $320 million. Time required for ite construction was 
estimimated as five years. During 1958, all necessary state and Federal 
approvals were obtained. 

In July 1959, the Port Authority provided $30 million of temporary 
financing, but later that year the Triborough Authority advised the Port 
Authority that it would be able to assume full responsibility for the 
financing and construction of the bridge. In consequence, the Port 
Authority's advances were repaid and its participation in the project 


ceased. 
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NEWARK BAY-HUDSON COUNTY EXTENSION 

This legislation authorized the Port Authority to agree to defray 
part of the cost of the New Jersey Turnpike Authority's project connect- 
ing the New Jersey Turnpike with the Holland Tunnel. The part to be 
paid was such part as the Port Authority should determine to be propor- 
tionate to the benefit to facilities owned and operated by it. The 
Newark Bay-Hudson County Extension was completed September 15, 1956. 

GEORGE WASHINGTON BRIDGE LOWER DECK 

A joint study undertaken by the Port of New York Authority and 
New York's Triborough Bridge and Tunnel Authority recommended, among 
other projects including the construction of the Narrows Bridge mentioned 
above, that the Port Authority should construct a lower level to the 
George Washington Bridge. According to the Port Authority's 1954 and 
1955 Annual Reports, this improvement was to cost about $82 million. 

By November 1956, the New Jersey legislature enacted the necessary 
authorization, New York having acted in 1955. 

The legislation in question authorized the Port Authority to con- 
struct a second deck of the George Washington Bridge, declaring that this 
should be considered as an addition or improvement to the existing bridge 
and not as e new or additional bridge. Also suthorized by these enactments 
was a "bus passenger facility” to be located at the New York side of the 
bridge. 

With respect to the cost of these improvements, including substantial 
work on approaches to the bridge, the Port Authority's Annual Report for 
1957 increased former estimates by $100 million, and placed the estimated 
cost at $182 million. The 1958 Report refers to the proposed construction 
as a "$183,000,000 project." Construction was begun in 1958 and is expected 
to be completed in 1962. 

With respect to certain bridge feeder routes and connecting highvays, 
the Port Authority has agreed with the New Jersey State Highway Department j 
that it will contribute up to $25 million to pay New Jersey's share under 


the Federal aid program of the cost of the Bergen County Freeway. 


COMMUTER RAILROAD CARS 
The 1959 legislation authorizing the Port Authority to purchase and 
own railroad cars and lease them to commter railroads marks a unique 


departure from traditional Port Authority financing stetutes. These 
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enactments followed recommendations by a Special Consultant to the 
Governor of New York. They provided that, at the election of the 
respective states, the Port Authority might make the acquisitions 
involved and might borrow money to do so. The departure from past 
practice lay in the proviso that the Authority might not pledge its 

own credit, but only the equipment and revenues therefrom (i.c., rental 
payments) as security for borrowings. What is more, the Port Authority's 
right to borrow was made conditional upon the state in question guarantee- 
ing the debt. In addition, under these measures, the Port Authority may 
accept state advances for the purchasing of cars. 

New York elected to take advantage of this legislation, but a 
constitutional amendment is needed to authorize its guaranty of the 
proposed borrowings. 

New Jersey's concurrent legislation conditioned the effectiveness 
of its consent upon the creation of an interstate Transportation Agency 
Compact, and its approval by Congress. A New York-New Jersey Transpor- 
tation Agency was accordingly established by Chapter 420, Laws of New 
York, 1959 and Chapter 24 Laws of New Jersey, 1959. Congress consented 
to this compact in Public Law 302, 86th Congress (H.J. Res. 403) of 
September 21, 1959. 

Pending a constitutional amendment in New York, which cannot be 
atopted before 1961, the New York legislature appropriated $20 million 
for the Port Authority's use in purchasing cars to be leased to the 
New York commter railroads (Ch. 639, Laws of 1959, May 4, 1959). 

These are the New York Central, the New Haven and the Long Island. 

According to the Port Authority's 1959 report, discussions held 
in that year indicated that the immediate program would provide some 
250 new air conditioned committer coaches, with 60 being leased to the 


Central, 140 to the Long Island, and 50 to the New Haven. 
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(The document referred to at p. 1553 follows :) 


‘ 


COMMENTS ON JUDICIARY COMMITTEE oe IEMORANDOM 
ON PORT OF NEW YORK AUTHORITY - WANCING 


The Memorandum of the Judiciary Committee Staff 
entitled "Port of New York Authority - Financing" which was 
inserted in the record of the November Hearings (Tr. p. 1252) 
cannot be considered an objective or accurate study of Port 


Authority financing. It is quite obvious that its real pur- 


pose is to support wholly inconsistent unfounded charges 


- 
A 


against the Port Authority. No attempt is made by the Staff 
Memorandum to question the validity of such charges or to pre- 
sent fairly the Port Authority's answer thereto. Rather, this 
so-called study is designed to give credence to such charges 
by presenting them within the framework of a document which 


4 or 2 a4 ‘ 7 4 7 - t ve . 
purports to review the financial history of the Port Authority 


" 4 
* * * in an effort to aid in the determination of 
the extent to which self-restricting and other fi- 
nancial policies adopted by it are required by, and 
onsistent with, peabe and Federal statutory enact- 


uae (p. 7) 
The Staff Memorandum asserts that this review is 
necessary because critics of the Port Authority have alleged 
a 


 b 
tnat 


"* * * the Port Authority policy of combining 
revenues for financing purposes from all its fa- 
cilities, rather than reducing tolls on each 
facility as its cost is amortized, places an undue 
burden on the channels of interstate mmerce and 
is contrary to national transportati policy -- 
that this unfairly taxes users of particular facil- 
ities for the benefit of other, unrelat projects" 
(p. 4) 


and that 


the Port Authority has discriminated agains 

j vw ¥ mor ener » ~ 7 Ver 
nd neglected the railway, and more specifically, 
t t 

t 
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and is thus failing to fulfill its obligations 
i under the Congressionally-approved compacts to 
provide overall Port area transportation 

facilities." (p. 5) 

It is significant that nowhere in this 42-page Memo- 
randum does the Committee Staff recognize that these two 
criticisms are wholly inconsistent. On the one hand, the 
port Authority is criticized for its failure to solve the 
railroad commuter problem which every expert in the transpor- 
tation field recognizes is a deficit operation. (See S. 345, 
87th Cong., lst Sess., introduced by Senator Williams of New 


A 


Jersey.) As the Port Authority's General Solicitor, 

Daniel B. Goldberg, pointed out at the hearing (Tr. pp. 1160-61), 
the Port Authority, without any taxing power, can make a con- 
tribution in the field of the commuter railroad problem only 
if the States of New York and New Jersey continue to permit 


the Port Authority to pool its revenues and meet commuter rail- 


acilities, instead 


be 


road deficits from surplus revenues of other 
of reducing bridge and tunnel tolls pro tanto. 

On the other hand, the Port Authority is criticized 
for fulfilling the express mandate of bi-state legislation in 
combining revenues for financing purposes from all its facili- 
ties. As Mr. Goldberg testified (Tr. p. 1160): 

"You cannot have this both ways. 

The Staff Memorandum studiously avoids reaching a 
clear-cut determination as to whether Port Authority financing 
policies are "required by, and consistent with, state and 


Federal statutory enactment.” Instead, ft uses the technique of 
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attempting to discredit by repeatedly implying that the Port 


Authority's financial policies are devious, high-handed, un- , 
necessarily self-restricting and statutorily unauthorized. 
The whole gist of the Staff Memorandum is to suggest that the { 
States of New York and New Jersey made a disastrous error when ! 
they created a single agency to solve the terminal and transpor. 
tation problems of a bi-State port and delegated to such agency 
the limited amount of autonomy necessary to enable it to bring 
continuity and business efficiency to the management of its 
affairs on a self-supporting basis and without taxation. In 
this connection, the Staff Memorandum asserts that 

"* # # in its capacity as quasi-independent borrower, 

it [the Port Authority] has imposed limitations upon 

its own activities for the benefit of investors" 

(p. 22) 
and concludes: 


"These limitations have become contracts which tie 
the hands of the states." 


Indeed, the Memorandum is not only an indictment 
against the Port Authority and the Legislatures of the two 
States but is also an attack upon every legislative body and 
chief executive in the nation who has participated in the enact- 
ment of legislation authorizing the financing of public improve- 
ments by means of revenue bonds which, because of their very 
nature, must contain restrictive contracts for the benefit of 
investors. We shall show later that the restrictions agreed 
to by the Port Authority were the minimum which would permit 


it to discharge its responsibilities to the public. 
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In addition, the Staff Memorandum is marred by the 
fact that it is based upon a prejudgment of the Port Authority 
without sufficient knowledge or understanding of the issues 
involved. For example, it states (p. 30) that the Port 
Authority failed to meet its obligations under its airport 
lease agreement with the City of New York by not spending 
$100, 000, O00 for the development of La Guardia and New York 
International Airports prior to June l, 1954. If the Port 
Authority had been questioned on the subject, the Committee 
staff would have ascertained that at all times during the 
lease agreement the Port Authority has proceeded prudently 
to develop and expand the city airports as the dictates of 
air traffic require. However, it wasn't until early in 1955 
that the various factors which must be considered in sound 
airport terminal planning and construction were sufficiently 
stabilized so that a definitive plan of improvement could be 
made that would not have proven either obsolete or economi- 
cally unfeasible almost upon completion. 

If the Port Authority had poured millions of dollars 
into the airports solely for the sake of spending a certain 
dollar amount by June 1, 1954, millions of dollars of public 
funds would have been wasted. The City landlords knew that 
and accepted it. But even aside from this crucial fact -- 
ignored by the Staff Memorandum -- is that by the end of 1960 


15 million 


° 
© 
rs 


the Port Authority had actually spent well 
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dollars in developing both New York airports whereas the Port 
Authority's entire lease obligation to New York City requires | 
it to have spent less than 200 million dollars by 1997, the 
end of the lease term. 

The few actual conclusions made by the Staff Memoran- 
dum in contradistinction to its repeated insinuations are demon. 
strably erroneous due to the Staff's apparent lack of under- 


standing of Authority financing. At page the Memorandum 


attempts an analysis of Exhibit C to the Port Authority Financia 
Report of 1959 to give the impression that the Port Authority hy 
recovered from revenues practically all of its investment in fa. 
cilities of the General and Refunding bond group, including 


bridges and tunnels. The conclusions which the Committee Staff 


raws from Exhibit C are wholly inaccurate. The Staff has ig- 


nored the $171,450,000 shown on Exhibit C to reflect the invest- | 


ment in improving such facilities from the proceeds of Consoli- 
dated Bonds after the Port Authority was foreclosed from using 
General and Refunding bonds for any purpose. A similar error 
was made regarding a $261,700,000 investment in Air Terminals 
and a $51,200,000 investment in Port Newark. For example, this 


latter figure of $51,200,000 is described by the Staff Memorandum 


-_ 


p. 3) as "diversion * * * with respect to surplus revenues of 
a 


> 


es related to Marine Terminal Bonds." Exhibit C does 


~ 


cilit 
not deal with revenues at all but instead shows only Port Au- 
thority capital accounts and the source of borrowing for the 


various facilities. 


P 
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rt The true nature of this document is clearly reflected 
2s in the many petty comments gratuitously made which in no way 

shed any light on its purported purpose of determining whether 
port Authority financial policies are in accordance with federal 


"an | and state statutes. One example of this is the comment made at 


mon-| page 27: 
"The credit advanced by the Federal Government 
for Lincoln Tunnel construction, the forgiveness of 
state construction advances and the substantial out- 
right grants made by the Federal Government to the 
Neial Port Authority's construction program all derogate 
from the contention that the Authority depends entirely 
y he on revenue financing and is wholly independent of sup- 
port by tax revenues." 
fa- 


The first part of this petulant comment may be dis- 


missed as merely a glimpse of the obvious. Of course the Port 


aff 
Authority, like other state and municipal agencies, partici- 
z- 
pates in federal aid programs as the Congress intended. As to 
est- 
the second part of this comment, which attempts to leave the 
Li- 
impression that the Port Authority represents itself as an 
1g 
; agency having none of the usual advantages which adhere to 
: 
f other public agencies, it is sufficient to refer to the quota- 
) 
tion from the 1945 Port Authority Annual Report appearing at 
is 
page 7 of the Staff Memorandum. There, the Port Authority de- 
ndua aa 
, seribes the factors bearing on its financial operations as 
f 


follows: 


"In many cases of proper Authority financing * * * 
the project is in its very nature marginal. That 

is to say, with the aid of the immunities and ad- 
vantages of operation by a public Authority, it 
holds the reasonable prospect of sufficient revenues 
to pay its operating costs and interest charges 











1830 PORT OF NEW YORK AUTHORITY 


and to repay its capital investment, but 


is neither at 
nor so meager 


We will not comment on the many carping 





tractive enough for private 
8 re general tax support," 


Instead our answer will deal only with the major iss 


in that 
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revenues received by * * * the Port Authority * * # 
shall be pooled and applied by it to the establish- 
ment and maintenance of a general reserve fund * * *. 
(§2, Ch. 5, Laws of N.J. 1931; Ch. 48, Laws of N.Y., 
1931) (Emphasis added) 


The pooling of revenues is thus a statutory requirement and not 
a policy subject to the Port Authority's discretion. 

Second, and more important, is the fact that the 
pooling of revenues was not a new concept in 1931, but on the 
contrary was sanctioned by the original 1921 Compact to which 
Congress had consented. A mere reading of that Compact dis- 
closes that in order to effectuate the States' statutory pro- 


gram, the Port Authority was authorized to pool the revenues 


from its various facilities. In 1926, Charles Evans Hughes 
reviewed the 1921 Compact and ncluded in a formal opinion 


to the Port Authority that 


wer to issue 


‘There is no requirement that the r 
ercised with 


bonds and to give security shall x 

respect to each transportation fa ity separately." 

(Opinion of C. E. Hughes to J. A. Gregory, Chairman, 

Port of New York Authority, dated February 27, 1926) (Exh. A) 
Tus, a former Justice of the Supreme Court and its future Chief 
Justice had no difficulty in holding that the Port Authority 
could pool its revenues for financing purposes. 


Third, and perhaps most significant of all, is the 


fact that the regulatory agency to which Congress delegated 
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4, 4 An os . } > ¢ +ayrea hria °o 
irisdiction over the toll structure of interstate bridges 


i & 


specifically ruled in a formal opinion that: 








There is no legal objection insofar as Federal 

laws are concerned to the diversion of reve i 
from the George Washington Bridge to other opera- 
tions of the Port of New York Authority, and such ( 
liversion has been specifically authorized by the 
States of New York and New Jersey." | 


(Letter from Department of the Army, Off 
Chief of Engineers, to Thomas A. McDonald, ‘ 


Counselor at Law, dated January 30, ) (Exhibit B) 

















Fourth, the Congres itself has appr j c ling 

' 
of revenues for the Delaware River Port Authority which eve 
the Committee imits is directly patterned after 1e Port f ' 
New York Authority. (C - Rec, Aug. 23, 1960, pp. 16064, ' 
160609) C the objection of certain federal executive fficers, 
the Congress authorized the Delaware River Port Authority t fy 
apply surplus bridge revenues to port development facilitie 
for at least 50 years. (Pub. Law 573, Ch. 921, 52nd Cong., 
end Sess. (1952) ). The Congressional Committee reports made it i 
clear that the purpose was to extend to the Philadelphia port area | 
the advantages of pooling enjoyed by the New York port area and 
that the New York-New Jersey policy of pooling Port of 2 rk j 
Authority revenues was approved. (House Report No. 2293, Send Cong,, 


S Sean - . + R ne ? . ‘oye 1 Coase ' 
ena o€88.; venate neport No. « ty end Cong., end Sess.) 
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Hence, there is no basis whatsoever to the Staff 
Memorandum 's implication that the pooling of revenues violates 
"national transportation policy." At the hearing the absurdity 
of this charge was clearly demonstrated in a colloquy with 
Committee counsel. When asked for a definition of the national 
transportation policy which was said to prohibit the pooling 
of revenues, Committee counsel could only assert that President 
fruman in approving the Delaware River Port Authority legisla- 
tion expressed opposition to the pooling concept permitted in 
the legislation which he approved. (Tr. 1219-20). 

In another futile attempt to identify this so-called 
national transportation policy, Committee counsel alleged that 
the pooling of revenues is not permitted under the 1946 Federal 
Bridge Act. He admitted however that all Port Authority bridges 
re governed by the 1906 Bridge Act, which allows the pooling 


u . e r . . . wile = ay AAYrY ~ ey - > 
of revenues. The Port Authority's testimony correctly pointed 


"The policy of the statute has to be found 
in the statute that applies to the bridges you 
are talking about. You cannot find the policy 
with regard to Port Authority bridges in an Act 
of Congress that does not apply to the Port Au- 
thority bridges, when there is an Act of Congress 
which does apply." 


4 


In view of the foregoing there can be no question 
of the complete validity under both Federal and state law of 
the pooling of Port Authority revenues. The Staff Memorandum 


is, as we have seen, allegedly designed to determine whether 
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Port Authority financing is 


"#* # # required by, and consistent with, state 
and Federal statutory enactment." 


It is thus far less than candid in its refusal to state cate. 
gorically that the pooling of Port Authority revenuesis re- 
quired by state statute and completely consistent with federa] 
law. 

Fifth, and as previously noted, the two major criti- 
cisms of the Port Authority which permeate the entire Staff 
Memorandum are the twin allegations that the pooling of Port 
Authority revenues is somehow improper and that the Port Au- 


thority has failed to 


~ 


id in solving the commuter railroad pro- 


blem. The fact is that whatever role the Port Authority is now 


due solely to its ability to pool the revenues from its various 
facilities since commuter rapid transit projects are admittedly 
deficit operations hardly attractive to private investors. 
Without this ability, the Port Authority would be in no posi- 
tion to play any financial role whatsoever in meeting this 
crisis. Apparently, the Committee is not the least bit embar- 
rassed by the fact that its two attacks on the Port Authority 
are inherently self-contradictory. This is all completely aside 
from the fact that for the same reason, even if not to the same 
extent as rapid transit, without the ability to pool revenues 
the Port Authority would have been unable to provide the New 
Jersey-New York Metropolitan area with the many and varied 


terminal and transportation facilities for which it is justly 


| 
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ti- 


pro- 
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famous. All these facilities involved annual deficits during 

their developmental period which was as long as eight years for 

the Lincoln Tunnel, Without the ability to pool revenues the 

Port Authority absolutely could not have built the Lincoln Tunnel, 
developed New York International, La Guardia, Newark and Teterboro 
Airports, provided the Port Authority Bus Terminal or the New York 
and New Jersey Truck Terminals or developed the several modern 


marine terminals it operates in both States. 


02. With Regard to Vehicular Toll Regulation 
6o See see ene anaes aneD 


The Staff Memorandum alleges that (p. 22): 


"In its capacity as delegate of covernmental 

powers, it [the Port Authority] has exercised un- 
controlled discretion over tolls and toll policies 
eee 

Like much else in the Memorandum this statement is demon- 


strably untrue since the tolls charged on the Port Authority's 
four interstate bridges are subject to direct Federal regulatory 
control. Elsewhere the Staff Memorandum recognizes the falsity 


of the above statement by pointing out that the Secretary of War 


" e 2 
* * * is authorized to prescribe the reasonable 
. sm Y 
rates of tolls, * * *." (p. 12) 
Nevertheless, even here the Memorandum conveys a false impression 
by going on to assert that the Secretary 


" 


n the absence of a complaint." (p. 12) 
The Memorandum thus leaves the twin false implications that the 


Secretary cannot act on his own motion and that the tolls on 


oO 


> 


Port Authority bridges have never been reviewed by the Federal 
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Government and therefore might not be just and reasonable. 
The fact is that the reasonableness of Port Authority tolls 
has been challenged and in each instance has been upheld by 
Federal authority. 

In connection with each of its four interstate 
bridges, the George Washington, Bayonne and Goethals Bridges 
and the Outerbridge Crossing, the Port Authority has sought 
and received specific congressional legislative authority.* 
These congressional statutes specifically require that each 
Port Authority bridge be subject to the provisions of the 


Federal Bridge Act of 1906. This statute provides that if 


i 
i for transit over any bridge constructed 


° 
"3 


tolls are charge 
under its provisions: 


"# # # such tolls shall be reasonable and or 
and the Secretary of War [Army] may, at 

time, and from time to time, prescribe 
reasonable rates of toll for such trans over 
such bridge, and the rates so prescribed shall 
be the legal rates * * *," 


an 
he 
t 


+ 
4 
» 


In each of its bond prospectuses, the Port Authority 
specifically points out that its control over bridge tolls is 
subject to the superior authority of the Secretary of the Army, 


Moreover, both the War Department 


= 


n 1937 and the 
Department of the Army in 1945 and 1950 have exercised their 


jurisdiction over Port Authority bridge tolls in receiving 


v 


¥ Pub. law 520, ch. 3600, ¢ : 
Pub. Law 520, Ch. 359, 65th Cong. end Sess., 43 Stat. 
1094 (1925); Pub. Law 521, Ch. 390, 68th Cong., 2nd Sess., 
43 Stat. 1094 (1925); Pub. Law 522, Ch. 391, 68th Corg., 


end Sess., 43 Stat. 1094 (1925) 
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and denying petitions alleging that such tolls should be re- 


gueed. For example, in 1948 the Department of the Army 


pointed out that: 


"The Corps of Engineers has conducted an 
independent survey of the books of The Port of 
New York Authority in connection with the present 
investigation. Careful study has been made of 
the amount invested by The Port of New York 
Authority in the [George Washington] bridge, the 
operating expenses and the debt service, and the 
revenue, * * # 


"After full consideration and study of all 
the facts * * * it is concluded that the toll 
rates * * * are not excessive and that action 
by the Department to reduce those rates is not 
warranted at this time." (Letter from Depart- 
ment of the Army, Office of Chief of Engineers, 
to Leslie H. Jamouneau, dated November 12, 1948). (Exh. Cc) 


While Congress has not granted any corresponding 
regulatory powers over tunnel toll rates, the Department of 
the Army has had occasion to consider the reasonableness of 
Port Authority tunnel tolls as well. In its 1950 ruling, 
the Department said: 


"# # # no rate reduction can be ordered for the 
George Washington Bridge without taking into con- 
sideration the effect of such a reduction upon other 
transportation facilities owned and operated by the 
Port of New York Authority, particularly the Holland 
and Lincoln Tunnels. 


"# # * The toll structure of the George 
Washington Bridge will continue to be uniform 
with that of the Holland and Lincoln Tunnels, 
thus distributing the flow of trans-Hudson 
traffic as evenly as possible between these 
facilities, * * #*" (Letter from Department of 
the Army, Office of Chief of Engineers to Thomas 
A. McDonald, Counselor at Law, dated January 30, 
1950). (Exhibit B) 


There is thus no basis whatever for the Staff 


Memorandum's assertion that the Port Authority: 


~ 
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"has exercised uncontrolled discretion over tolls 
and toll policies". 


Earlier in the Memorandum (p. 14) the Committee Stags 
referred to the bi-state statutory provisions wherein the 
States agreed with the holders of Port Authority bonds that 
they would not limit the Port Authority's power over tolls 

ntil the obligations undertaken in the bonds were fully dis- 
charged. (§12, Ch. 47, Laws of N.Y., 1931; Ch. 4, Laws of 
N.J., 1931). The Committee Staff's entire discussion of this 


question left the distinct impression that there was something 


unusual or even sinister in this type of legislative provision, 
The fact is that this kind of statutory provision 

is not at all unusual. It is commonly found in state legisla- 

tion relating to other public authorities which, like the 


Port Authority, can finance their public improvements by the 
issuance of revenue bonds secured by nothing more than tolls 
as they are received or held in reserves. 

Thus the enabling legislation relating to the New 
York State Thruway Authority provides that: 


"The state does * * * agree with the holders of 
+ 


* * * obligations of the authority * * * that the 
state will not limit * * * the rights hereby vested 
in the authority to establish and collect such fees 
* * * as may be convenient or necessary to produce 
sufficient revenue * * * to fulfill the terms of any 
agreements made with the holders thereof * * *" 
($373, New York Public Authorities Law). 

Moreover, the same section goes on to provide that the State 

will not authorize the construction of any Hudson River bridge 


within a specified geographical area which would compete with 


the Thruway Authority's Bridge, so long as Thruway Authority 


is- 
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An almost identically worded provision relating 
to Triborough Bridge and Tunnel Authority bonds is found in 
§563 of the New York Public Authorities Law. 

Likewise New Jersey legislation dealing with that 
state's public authorities contains similarly worded provi- 
gions. For example, the enabling legislation relating to 
the New Jersey Turnpike Authority specifies that: 

“The State of New Jersey does * * * agree 

with the holders of [the Turnpike Authority's bonds} 

that the State will not * * * restrict the rights 

hereby vested in the Authority * * * to establish 

* * *# such * * * tolls as may be convenient or 

necessary * * *to fulfill the terms of any agreements 


made with the holders of bonds * * *." (N.J.S.A. 
27:23-7). 


A similarly worded statutory provision applies to 


obligations issued by the New Jersey State Highway Authority 


w 


(N.J.S.A. 27:12 B-1l). 

Thus, we find that the power over tolls which the 
States have granted to the Port Authority is similar to that 
accorded to other comparable agencies but unlike these agencies 
operating intra-state facilities, the Port Authority's toll 
structure is subject to and has been reviewed by paramount 


Federal authority pursuant to Congressional statute. 


a 
be 
oO 
ct 


Moreover, this type of statutory provision i 
peculiar to New York and New Jersey. Other states have al 
included similar provisions in legislation relating to re- 


venue bond financing. See for example: §13-185 of the Connec- 


ticut General Statutes dealing with the Connecticut Turnpike 
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Authority; §340.14 of the Florida Statutes dealing with the Ir 
Florida Turnpike Authority; §9.1361 (18) of the Michigan | Pp 
Statutes dealing with the Mackinac Bridge Authority and wi 


Title 17 $326 of the Delaware Statutes dealing with the 


<? 


r 


Delaware Memorial Bridge. i 


3. With Regard to Vehicular Toll Reduction 





paced enepatantne 
The Staff Memorandum mistakenly states that federal 

and state legislation regarding Port Authority vehicular cross- 

ings indicates that when the cost of each facility had been 


» A 2 \ " 1 . } 
amortized (p. 8) "tolls were to be reduced 


4yy 


We have just seen that there is no such legal require- 
ment. The only statutory requirement is that tolls on Port Au- 


thority bridges be ‘reasonable and just". However, just as mis- 


leading as are the Staff Memorandum's erroneous legal conclusions 
is its failure even so much as to mention the fact that the tolls 
on all Port Authority vehicular crossings have been reduced 
The fact is that the ginal basic toll of ¢ for 

passenger cars on Port Authority crossings has been substantially 
lowered despite the marked reduction in the purchasing power of 
the dollar and the greatly increased costs of nstruction, main- 
tenance and operation which have occurred sin the tolls were 


nig a1 l<« ~ + } tahoe 
originally established 


GAVLsoeu, 


HH 
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vehicular crossings. mnutation rates f 3¢ a trip have been 


in effect for passenger cars on the Port Authority's three Staten 
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In 1951 there was also established a commutation ticket for 
passenger vehicles good for 25 trips over a period of two years 
wnich brings the basic toll for regular users down to 40¢ per 
trip. In the same year the regular bus and truck tolls at all 


+ 


port Authority bridges and tunnels were reduced by 10%. 


In 1959, 35.4% of the passenger trips over Port 
Authority crossings were made at the lower toll rates. Again 

in 1959, 97.9% of all buses and 50.2% of all trucks used reduced 
rate scrip in lieu of cash tolls. Indeed since the institution 
of these reduced rate tickets, the saving to the public has 

peen approximately $54 million in toll costs. 

These toll reductions were made in the face of ever 
rising operating, maintenance and construction costs. For 
example, using 1935 as a base year, the value of the dollar had 
dropped from 100% to 46.7) in 19600. Thus an even greater reduc- 
tion in the cost of tolls to the public has been accomplished, 
both for those patrons paying cash as well as for the users of 
reduced rate tickets. On the basis of the reduced purchasing 
power of the dollar since 1935, passenger car patrons who paid 
acash toll of 50¢ in that year now travel at an adjusted rate 
of 23.3¢ per trip, while those who purchase 40 trip commutation 
tickets now travel at an adjusted rate of 11.60¢ per trip. 

Moreover, the Staff Memorandum would have evidenced 


t had recorded the Committee Staff's 


~ 


amore judicial attitude if 
knowledge of the fact that the Port Authority has in recent years 
been urged to increase rather than decrease its tolls. The Port 


Authority's 19 Annual Report contains a letter written by the 
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Commissioners of the Port Authority 


Federal and Interstate Relations Committee 


of 
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to the Chairman of the 


and the Chairman 


the Highways, Transportation and Public Utilities Committee 
of the New Jersey General Assembly on November 24, 1958. This 


letter (referred to by the Committee at p. 


33 for other purposes) 


states that: 


The suggesti 


"It has been suggested: (1) that the heavy 
deficits of the New Jersey commuter railroads and 
the cost of developing a new and comprehensive 
rapid transit system should be assumed by the Port 
Authority, which could absorb these defic 


its by use 
of revenues from its present operations; and (2) that 
if these rail transit deficits - present and future - 


proved to be more than the Port Authority's overall 
revenues could absorb, they could be ‘made up' by i 
increasing the existing Hudson River tolls and dis- 
continuing the present commutation rates across the 
George Washington Bridge and through the Holland 
and Lincoln Tunnels." 

on referred tc 


had been made by the General Assembly's 


own economic consultant in a formal legislative report. In answer 
to such suggestion the Commissioners' letter pointed out: 

"The imposition of the deficit financing of rail 

transit upon motorists would constitute an unfair 

tax upon a particular group of citizens. A toll j 

increase of 75 cents for all automobiles, includ- 

ing those of regular commuters, and a corresponding 

Ee for all other users of the Hudson River 

rossings would be required just to meet the 1957 

deficits. of the New Jersey commuter railroads.’ 

In concluding this discussion of toll reduction, men- 
tion should be made of the 1940 Report of the New Jersey Joint 
Legislative Committee. hile the Staff Memorandum (pp. 5-6) 
refers to the position which the Port Authority t efore 
this State Committee, which was engaged in a thorough inves- 
tigation of Port Authority tolls, it characteristically ignores j 
the conclusions which the Committee reached. The New Jersey 
Joint Legislative Committee's Report pointed out that (pp. 32-3): 


+ 
tat 





f lower tolls, 


static concept it woulk 


ever, 


the 
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"* #* * your committee had to determine whether or 
not it conceived the Port of New York Authority to 
be a dynamic agency for the development of future 
Port facilities the needs for such facilities 
might be indicated as time goes on, or whether the 
development of the Port District, as provided by 
existing facilities, is sufficient for all future 
needs, thus halting future developments and the as- 
sumption by the Port of New York Authority of a 
static role * #* *," 


as 


The State Committee's Rey inder the 


that 


) y - ~ la 
i be feasible for the Port Authority to 

e hie w ,7 - a} . . . 

and this would st probably e true today low- 
Report goes on to state (; ) 

ur committee feel ery strongly, ever 

that this would be a very srtsighted ew to take. 
It does not and cannot be to the neept that 

a he ve) mer t « ‘ > 4 4 } 
no further developments in the Port District ll be 
desirable or necessary in the future. 


+ reat °~ 
vnereliore, 


has adopted th 


dynamic concept of the Port of New York Authority, 
. = 4 . -~ 1 ' > a ar >) 
the icept which contemplates further development 
of the facilities in the Port District as the need 
7 y i ‘ a oo tn Ad - d . - . mae 4ma 
for such facilities is indicated from time to time. 
The Ta pt ¥ ‘ +h4« . ‘ent le e wn en ty 4y 
The adoptior f this icept is e truly in 114 
4 * ~ ‘) ” ’ ne 4 P 
with the funda ental pul pose up n naicn tne rort 
District é reated, amely; f tt ntir ‘ 
Jdevelopment of port facilitie 
‘ mr > » wac ; } 
As pointe it above, the ittee Staff was well 
aware that in 1940 a mmittee of the New Jersey Legislature had 
made a thorough investigation of Port Authority tolls. Yet the 
cornerstone of the Committee's argument in support of t 
‘ -y = 2 ¢ r, 

investigati n was the statement that 

—_ si : alii i ca 

The Port Authority has never been investigated by 

any agency, either State or Federal. ( ng. Re 

, ro 1 f ; 2 

Aug. 23, 19600, pp. 160064, 160004). 
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In arguing for citation of Port Authority officials 





for contempt of Congress, Committee 





embers charged during the 


> 
debate on the citations that: 


"# # * resolutions of inquiry into the activities 
of the Port Authority never got to first base. 


They were killed in Committee because of the in- 
+ 
t 








" ‘ f° V93 gf +} D -} ‘ * . 
ordinate influence of the Port Authority and 
4+ 4 ‘ +m ~ + haxnl ° ’ 
its investment bankers, 
ee - oo 4 ‘ = "> | + + hy + 
although the Committ in its possession at the time a 





letter addressed to the Chairman by the Library of Congress 
reporting the adoption of several such resolutions. (Cong. 
Rec. Aug. 23, is » pp. 1600604, |] 44). Nine resolutions to 
investigate Port Authority activities have been passs« in one 
or another of the houses of the two State Legislatures. 








These limitations have become contracts which tie the hands 
re 4 states. (p. 22) 
The Staff Memorandum ignores the fact that tl Port 

Authority does not have unrestricte power t in se any 
limitations upon its activities for the benefit f investors. 
All Port Authority bond res itions were pass¢ by the 
Governors of the two States and all uch imitations ars ib ject 
t rubernatoria veto. 
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Every covenant contained in a Port Authority bond 
resolution has been placed there for the sole purpose of 
enabling the Port Authority to fulfill its functions and duties 
under the Port Compact and supplemental bi-State legislation 
in order to provide the Port District with unified, modern 
and efficient public transportation and terminal facilities. 

As was explained to the Subcommittee at the hearing on Dec- 
ember 2, 1960, each such covenant has been absolutely essential 
to keep the Port Authority financially sound and to enable it 
to attract the risk capital necessary to finance the vital pub- 
lic projects which the two States have directed that it under- 
take. 

No hindsight criticisms of Port Authority bond 
resolutions can alter the fact that the Port Authority's 
magnificent record of accomplishment is due in large measure 
to the sound judgment it has exercised in connection with the 
financing of a multitude of marginal public projects. 


Since the two States have withheld from the Port 


Authority the power to raise money by taxation and the power 


<?t 


o pledge the States' credit, the Port Authority must finance 


these essential public projects through the sale of revenue 


a 


7 


bonds which pledge anticipated tolls and other revenues. 


All revenue bonds by their very nature must contain covenants 
regulating the use of the revenues from the public facilities 
for which they are issued, and these covenants are -- and should 


be -- contracts protected against impairment by Federal and 
A revenue bond which does not contain such 


nstitutionally protected venants would be unmarketable. 
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The Port Authority can finance its vital projects 
through the medium of revenue bonds only if it can convince 
the investing public that its facilities are or will become 
self-supporting and that the revenuestherefrom will be suffi- 
ciently in excess of operating expenses to pay the interest 
and principal and to create sufficient reserves to protect 
their investments from downswings in the economy and technolog- 
ical changes in methods of transportation which might tend to 
impair the security of the outstanding debt. 

Moreover, bonds which must be sold for the Port 
Authority's program are competing with tax-supported bonds 
which the states and municipalities in this and other areas 
are themselves putting out for other needed public programs. 
Certainly the tax-supported bonds are far more attractive to 
the investor than are revenue bonds unless the investor can 
have confidence that his pledged revenues and the reserves 
created from them will protect his investment. A revenue bond 
investor cannot call on the taxing power of the State. If the 
hopes and plans of the public agency whose bonds he buys are 
not realized, he will lose not only his interest but his capital. 
Normally, when an investor stands to lose capital because of 


unrealized economic projections, he also stands to make a capital 
gain if the projections are in fact realized. The revenue bond 
stands in a no man's land where the capital is risked without 
any offsetting opportunity for capital gain and without the 
certainty which tax support gives. 

Since 1952, the sole medium of Port Authority 


financing has been the Consolidated Bond. Port Authority 


Consolidated Bonds are open end bonds. In such open end bonds, | 








al 
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there 1s no dollar limit upon the quantity of new bonds which 
the Port Authority may put out from time to time, bonds which 
then share all the liens and pledges of outstanding Consoli- 
dated Bonds. These pledges include all of the Port Authority's 
present resources -- both revenues and reserves -- subject only 
to prior pledges in favor of older bond issues which can no 
longer be used for new financing. 

Since a person investing in Consolidated Bonds faces 
such an "open end", he must have assurance in the bond covenant 
that the pledged revenues and reserves will not be diluted with- 
out limit. Therefore, the restrictions on the Port Authority 
power which are contained in its bond resolutions are not re- 
strictions against State control as the Committee's Memorandum 
asserts but rather are restrictions which the States have au- 
thorized and which are included in order to finance the public 
projects which the two States have directed. 

What the Committee's criticism of the limitations 
contained in the Port Authority's bond resolutions really 
amounts to is that the American system of effectuating 
governmental purposes by means of contract is wrong. As all 
first-year law students know, every executed contract binds 
the hands of the contracting parties. If a governmental unit 
is one of the parties to the contract, the hands of that 
governmental unit are bound to the extent provided in the 
agreement. Nevertheless, it is only by such means that 
American government normally fulfills many varied public 


purposes. Without such consensual arrangements our govern- 


mental units would have to achieve these necessary purposes 
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by force and compulsion. We have just shown that the restric- 
tions contained in the Port Authority's bond resolutions are 
needed if the Port Authority is to fulfill its statutorily 
imposed duties. Thus though the restrictions do tie the 

Port Authority's hands, as all contracts tie the hands of 
contracting parties, they are in reality the means which the 
States have chosen to fulfill the governmental purposes for 
which they created the Port Authority as their joint instru- 


mentality. 


. With Regard 


Wi 


to Specific Port Authority Bond Resol 





‘ 


ings 


One of the major assertions made during the hear 
(Tr. p. 1102) and implied in the Staff Memorandum (pp. 18 and 19 
is that Port Authority reserve funds, other than the General 
Reserve Fund, are statutorily unauthorized. The attack is 
leveled at reserve funds which are specifically designated 
as "additional security" for the bondholders and which have 
been in existence for 26 years in the case of General and 
Refunding, 14 years in the case of Air and Marine and 9 years 
in the case of Consolidated Bonds. Thus the Committee attacks 
one of the basic foundations of bondholders' security on the 
basis of which the Port Authority has borrowed over a billion 
dollars from investors in order to effectuate the States' vital 
port programs. 

Yet the General Reserve Fund Statutes authorized 
the Port Authority to do exactly what it did in creating such 
reserve funds. 


Section 1(d) of the statutes defines surplus revenues 


as follows: 
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"tSurplus revenues' means, in the case of 
each terminal or transportation facility, the 
balance of the revenues therefrom remaining at 
any time currently in the hands of the Port 
Authority after the deduction of the current 
expenses of the operation and maintenance thereof, 
including a proper proportion of the general expenses 


of the Port Authority, and after the deduction of an 
amounts which the Port Authority may or shall be 
obiigatee or may or shall have obligated Itselr to 

a Oo or set aside out o e current revenues 
ProretTom for the benefit of the holders of an 

bonds legal for investment, and after the deduction 
of any amounts currently due to the two said States 
on account of any advances made by the two said 
States to the Port Authority in aid of the effectu- 


ation of such terminal or transportation facility." 
(Emphasis added) 


Thus when the Port Authority pays monies into the 


various special reserve funds, it is fulfilling an obligation 


made with bondholders, express provision for which is made in 


the General Reserve Pund Statutes. 


Throughout, the Staff Memorandum either states or 


implies that: 


1. Under the basic General and Refunding, Air 
Terminal and Marine Terminal Bond Resolutions, 
50% of the revenues paid into the reserve funds 
established thereunder for the benefit of bond- 
holders are revenues which are available for 
such purposes as the two states may direct; 


2. Under the basic Consolidated Bond Resolution of 
1952 all revenues in the Consolidated Bond Reserve 
Fund are available for such purposes; and 


Under the 1950 and 1959 resolutions authorizing 
series of Consolidated Bonds, the Port Authority 
for the first time imposed new restrictions on 
the use of such reserve funds in order to tie 
the hands of the States. 


These erroneous conclusions are based not only on a mis- 


interpretation of the provisions of the General Reserve Fund 


Statutes 


but also upon an erroneous interpretation of the provision 
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in each of the basic bond resolutions which permits the Port s' 
Authority to apply monies in the reserve fund established C 
thereunder (limited to 50% of the monies paid into the Special, t 
Air Terminal and Marine Terminal Reserve Funds) V 
“to any other or additional purposes for which the s 
Authority is now or may hereafter be authorized by 
law to expend the revenues" d 
of the respective facilities. F 


In construing the above language the Committee Staff 
ignores the fact that all monies in the various special reserve 
funds are pledged as "additional security” for the bonds to | 
which the basic resolution applies. Since revenues in such 
special reserve funds are not surplus revenues but are funds | 
pledged as "additional security" for bondholders, they are not 
revenues which are "virtually unrestricted" and "subject only 
to the command of the two States" (p. 34). 

Thus, contrary to the Committee's contention, 
revenues in the various special reserve funds can be expended 
only in fields which would strengthen the security of the bonds 
as security for which the particular reserve funds are pledged. 

If, as the Staff Memorandum contends, (p. 34) all of 
the monies in the Consolidated Bond Reserve Fund were ‘virtually 
unrestricted" and "subject only to the command of the two States’, 
the covenant establishing such fund as “additional security" 
for all Consolidated Bonds would be meaningless and the investors 


would have been misled. 


Yet, the fact that the Committee Staff's superficial 
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study of Port Authority financing led it so to interpret this 
covenant, only demonstrates that the investors were entitled 

to the clarification and codification of the provisions in the 
yarious basic bond resolutions which provided the “additional 
security" upon which they relied when they loaned over a billion 
dollars to the Port Authority to make possible the bi-state 
program. 

It is thus clear that, as Mr. Goldberg testified at 
the hearing (Tr. pp. 1189-1205), the so-called new restrictions 
contained in the 1950 and succeeding resolutions, establishing 
new series of Consolidated Bonds, are not new restrictions at 


all but merely codifications of pre-existing restrictions. 


ct 


All this was testified to, but the Staff Memorandum 
was prepared before the testimony was sought or adduced. A 
review of the questions asked by the Committee's counsel on 
December 1 and 2 makes transparently clear that they were asked 
in the hope of receiving confirmation of the prejudgments con- 
tained in the Staff Memorandum which was all ready for distribu- 
tion to the press. The distribution was made without correc- 
tions (Tr. p. 1253) even though it had been demonstrated that 
the hostile premises and conclusions of the Staff Memorandum 


were incorrect. 
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EXHIBIT B 


DEPARTLENT OF THE ARMY 


office of the Chief of Engineers 
Washington 


50 January 1950 


ir, Thomas A. icDonald, Counselor at Law 
15 {illiam Street 
New York 5, New York 


pear Mr. .icDonald; 


Reference is made to your letter of 27 December 1949 
with which you inclosed a petition requesting the Sec- 
retary of the Army to prescribe or re-prescribe the tolis 
to ve charged for vehicular transit over the Georze 
Washington Bridge. 


Construction of the George Washirm ton Bridge, owned 
and operated by the Port of New York Authority, was author- 
ized by an Act of Congress apdoroved 2 liarch 1925 (45 Stat. 
1094) subject to the provisions 
Warch 1906 (34 Stat. 84). Secti f 
(33 U.S.C. 444) provices that tolls shall be reasonable 
and just and that the Secretary of the Army "mav, at any 


tine, and from time to time, prescribe the reasonable rates 


of toll » and the retes so prescribed shall be the 
legal rates and shall is tne rates comanded and received 

», ‘ ' m+ . wir nr 4 A kh P 
a Tolls not having been prescribed heretofore for 
tns bridge, the port of licw York Authority may legally 
charge such tolls as it isiders rcasonableand just until 
the rates are chanced by the Sccretary of the Arm,. 


I0Qz¢ s . Ana +r ~we 7 4 he > y* ~ 
In 1955, in response to a complaint that the existing 
toll charred caestrians lor crossin the bridge was une- 
+ 


reasonable, a detailed investigation was made. As a result 


of a complaint made in 1957 that existing tolls, particular- 
ly bus tolls, were excessive, cnother careful study was 
mado, and in 43 the rps of pmngineers < lucted an 
inde pendent survey of the books f the Port of New York 
Cc S 


Authority. In eaeh Ss : 
in toll charges was not warrante< 


The eleventh allezation in your petition, i. «., that 
the net revenues from tolls in the past have been sufficient 
to repay all costs of construction 


8 i the bridge, is denied 
by the Port of Now York Authority, wcvut even if it were true 
it would not nece ssarily rollow that th present rates are 
unreasonable. There is no requirement in the auth yrizing 
Act that tne vner perate tne Lvridge toll-free aftcr the 
capital investment shall have been repaid. There is no 


’ . o . 
togal objection insofar as Federal laws are concerned to 
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Letter to Mr. Thomas A. McDonald 


t ‘ 1 
Lidge | such as bridges, which constitute integral parts of such 
| highways, should be governed by the same principles which 
| control rute-making for railway traffic." 


The Interstute Commerce Act (49 U.S.C. 15a) requires 
9 the Interstate Commerce Commission, in the exercise of its 
| nower to prescribe just and reasonable rates, to give due 

n 


, 
eed, in the 


v 


considerevion, among other factors, to the 


public interest, of adequate and efficient railway trens- 
portation service at the lowest cost consistent with the 


tumishing of such service, and to the need of revenues 
sufficient to enable the carriers, under nonest, economical, 
i, and efiicient mane ,oment to provide such sorvice, According 
iter.| to Sue decisions, the just and reasonable rite sought in 
rateemaking for railroads is not the rate st which the most 
heaply operated road is run, nor the rate at which the rocd 
f with most costly operation is run, but rather the rato at 
| which the average road can be successfully operate 


: I i, thus 
enabling the great 1d intricate system of railroids success- 
fully to carry the commerce nd trzffic of the Nation, 
Applying these principles to the present cxse, it will 

seen that no rate reduction n ordered for th reorg 

Ss ' t : 
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Lotter to Mr. Thomas A. McDonald 


betwosn these facilitics. 
it is bolisvcd that tne to 


IL4L8 Cilry 


Nith such a reduct 


i . C 
ive ind under the circunstances no furthcr invostigati 

’ ‘ * 
at this tine is warrantcd. 


I f ins set Det J ah x1 tERS 3 
eanceroely yours, 
RICHARD L. JSAETT 
c.. COle. rme of Enginoors 
Neen . Qn ‘ ‘ ‘ vw 4 ' w lp 
fa Rivers and Harbors : 

T4 « ’ ~ } ‘ T\4 «- 

CC: Div. Eng., orth Atlantic Div. 
ry2 * = - ene V;> » ur 
ist. Eng., New York, N. Y. 


Mr. #. Pe Hedden, Director of Port 
Devclopment, The Port of lilew Yor 
Authority, 111 Kighth Ave. at 15th St., 
New York 11, N; Y. 
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EXWIBIT C 


DEPARTM NT OF THE ARMY 
OFFICE @ THe CHI@ OF ENGINEERS 
¢ WASHINGTON 


nm | RgNGWR 12 November 1948 


wr. Leslie H.. Jamouneau 
Wo. He Jamouneau Company 
36 Halsey Strect 

Newark 2, New Jorsey 


Dear Mr. Jamouneau; 


' 
: 
: Reference is made to your letter of 6 December 1947 
and to subsequent letters requesting that a hearing be 
held for the purpose of determining the reasonableness 
of the toll rates presontly charged by the Part of New 
York Authority for the George Washington Bridge. 
Construction of the George Washington Bridge was 
authorized by Act of Congress approved 2 March 1925 
| (43 Stat. 1094), subject to the provisions of the 
Genoral Bridge Act of 23 March 1906 (34 Stat. 84). 
Section 4 of the lattor Act requres that tolls be reason- 
able and just and that tho Secretary of the Army may "at 
any timc, and from time to time, prescribe the roasonable 
ratos of toll wes, and the rates so prescribed shall be 
the legal rates and shall be the rates demanded and 
received # # #," 


Tolls have not been prescribed heretofore for the 
bridges. In 1935 cemplaint was made that tho oxisting 
five-cent toll charged pedestrians for crossing the bridge 
was unreasonable. A detailed investigation was made and 
it was concludod that a reduction in pedestrian toll 
charges was not warranted, As a result of a complaint 
made in 1937 that existing tolls, particulerly bus tolls 
were cxcossivo another careful study was made and again 
it was found that the toll rates did not provide more 
| than a fair return on the invostment and wore not excese 
sive. 

j 


At the outset, with respect to your statements that 
the reservo accumlated by 1956 would be adequate to ree 
| pay the capital invostment theoretically outstanding at 
| that time, it should be pointod out that there is no 
, provision in tho euthorizing Act that would require the 
owner to maintain the bridge toll free aftor such capital 
investment shall have boon repaid. 
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Letter to Mri Leslic Hs Jamouncau 


The Corps of “ngincers has conducted an independent 
survey of the books of the Port of New York Authority in 
connection with the presont investigation. Careful 
study has beon made of the amount invested by the Port 
of Now York Authority in tho bridges, the operating ox- 
penses and the dobt service, and the revenuc. Considera- 
tion has also been givon to the fact that this bridge 
and other crossings are operated as a group facility. 


The States of New York and Mow Jersoy, in unifying 


all bridges and 


they all, 


and 


tunnels. 


tunnels, declared end agrcod in 1931 

thet the interstate vehicular traffic is a gonoral 
movement following tho most eccessiblo and practicablo 
routes and that the users of cech bridge or tunnel bene- 
fit by the existence of evory other bridge or tunnel since 
as & group, 
and relieve congestion at each of the sovoral bridges 


facilitate the movement of traffic 


It is a fact that revenuc from the George 


Washington Bridge is diverted to other crossings. How- 


ever, 


this diversion is authorizod and sanctioned by the 


States of Now Jerscy and Now York, Without this joint 
facility oporation, tolls on the othor crossings would 
undoubtedly have to bo incrsased. It appers, therofore, 
that the present method of oporation is in the public 
intorest,. 


Q 


Tho Suprome Court has hold thet the ownor of a public 
utility is ontitled to a fair return based on the value 
of that which is omployed for tho public convonience and 
that the public is entitled to domand that no more be 
exacted from it for the use of such utility than the 
sorvicc rendered by it is reasonably worth. It is ap- 
parent from the invostigation that the oxisting tolls do 
not demand more than a feir roturn upon tho investment and 
as the tolls comparo faverabdly with those charged on 
comparable bridgos throughout the country, it is further 
appercnt that no domand is being made upon the public for 
the use of the bridgo in oxcess of its reasonable worth. 


After full considoretion and study of cll tho facts 
and circumstancos it is concluded that the toll rates 

at the George Weshingten Bridgo are not cxcossive and that 
actien by the Department to roduce those rates is not 
werrentod at this time. 


Div. 


For the Chief of Engincocrs: 


ENgYe» 


North 


Atlantic Div., 


District Imgre, Now 


York 


Dist 


Sincocrely yours, 


RICHARD L. JEWETT 

Lt. Col., Corps of 
Engincers, Deputy Chicf 
of Civil Works for Rivers } 
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and Ilarbors 
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(The document referred to at p. 1553 follows :) 


Statement of Sidney Goldstein, 
General Counsel, The Port of 
New York Authority, before 
Subcommittee No. 5 of the 

i House Judiciary Committee 

' November 28, 1960 


ar | : 
wr, Chairman and Members of the Committee: 

I submit to you that in all equity and fairness 
these proceedings should be postponed until after the trial 


ice 


| inthe United States District Court for the District of 
| Columbia of Austin J. Tobin, Executive Director of The Port 
of New York Authority. We are making every effort and have 


every expectation for a speedy trial of the charges set 


in Washington on Friday, November 25, 1960. 


“3 


ic 


' 
forth in the information against Mr. Tobin which was filed 
Members of this Committee, as well as other 
members of the Congress who voted for the contempt citation 
which is the basis for the charges for which Mr. Tobin will 
; 
| 


be standing trial, indicated that such contempt citation is 


nd 

' 

needed to test the respective contentions of the States of 
b 

r | New York and New Jersey, on the one side, and your Committee 

| 

| on the other, as t rour power to conduct this investigation. 
t | Now, just as if the st case had already been tried and you 

' 





had been sustained, your Committee is proceeding. 
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Because, as he appeared before you on June 29, 
Mr. Tobin was obedient to the instructions of his 
superiors, the Governors of New York and New Jersey, he 


stands today in the position of the defendant in that case 


' 
, £ ‘ 
charged with a criminal offense. Yet, you have summoned his | 


to appear here before you today to be met again with the sn 
assertions and assumptions of power on the part of your . 
Committee with respect to the affairs of the Port Authority | 
which will be before the Court for decision in the pending 
test case, 

There can be no justification for bringing this 
inquiry on in advance of that decision. It cannot be | 
claimed that there is any pressing need for action on any | 
legislation since Congress stands adjourned until next year, 
Your Counsel is reported to have advised a prospective 
witness that your Committee will again hold hearings on 
the Port Authority in January or February of next year, 

If, in fact, your Committee intends that this inquiry shall | 
still be in progress months from now, there can be no valid 
objection to deferring any further proceedings until after 


the Court has handed down its decision as to your Committee's 





power or lack of power to conduct this investigation. 
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Therefore, I respectfully request that your 
Committee do now adjourn and postpone any further efforts 


to exercise your challenged powers to conduct this 


7 f 4gnvestigation of the Port Authority. Give the impartial 
his judicial tribunal which now has jurisdiction to decide 
om these grave Constitutional issues an opportunity to pass 
upon the merits of our conflicting Constitutional concepts, 
rity without jumping the gun with hostile allegations by 
% witnesses who cannot be cross-examined by counsel for the 
Executive Director of The Port of New York Authority who 
, 4s a defendant in that case. A refusal to grant this 
request would be unfair because it would conflict with the 
right to a fair trial and because it arrogates to your 
~ Committee the very power which is being challenged in Court. 
Should you insist on going forward with these 
proceedings at this time, I respectfully ask that the record 
note the Port Authority's protest. I further respectfully 
a request that the record note that in appearing before your 
1 | Subcommittee and responding to such questions as you may ask 
e ; them, the members of the staff of the Port Authority do not 
e's 


intend to waive and shall not be deemed to have waived the 





objections of the States of New York and New Jersey on grounds 


| of Constitutional principle to the intrusion of Congress into 
the affairs of The Port of New York Authority. Nor will they 

| concede that questions asked in the course of your inquiry 

| into the Port Authority's affairs are pertinent to the proper 


work of your Committee. 
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(The document referred to at p. 1556 follows :) 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 
December 2, 1958 


CORPORATE REORGANIZATION 
RELEASE NO. 110 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter : | 
In Proceedings for the 


of : Reorganization of a Corporation | 
: Pursuant to Chapter X of The 
HUDSON & MANHATTAN RAILROAD COMPANY, : Bankruptcy Act 
Debtor. : No. 90460 i 


REPORT OF THE SECURITIES AND EXCHANGE COMMISSION 
ON PROPOSED PLAN OF REORGANIZATION 


This is an Advisory Report filed pursuant to Section 173 of 
Chapter X of The Bankruptcy Act on the Trustee's amended plan of re- 
organization,and on other proposed amendments, for the reorganization of 
Hudson & Manhattan Railroad Company which owns and operates office builé | 
ings in New York City and an interurban rapid transit electric railway 
between New York City and points in New Jersey. 


The amended plan and other plan proposals have been referred & 
this Commission by the United States District Court for examination and 
report. It is the conclusion of the Commission that (1) the Trustee's 
amended plan is feasible, (2) the amended plan, as a compromise, provides 
a fair allocation of securities to the First Mortgage, the Refunding, ai 
the Adjustment Income Bondholders, and a fair treatment of other 
creditor claims, (3) the amended plan is fair in excluding the preferred | 


and common stockholders from participation, and (4) the amended plan 


should incorporate a proposed provision that the initial directors of the 
newly created company and the reorganized Debtor be selected by the Court) 
from among the respective nominees of senior and junior bondholders. 





ee 


st Lon 
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References to exhibits introduced by the Trustee at the plan hearings 


are designated as Tr. Ex. 


References to pages of the stenographic minutes of testimony at the 
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I. INTRODUCTION 


On August 11, 195), an involuntary petition for reorganization under 
Chapter X of The Bankruptcy Act was filed against Hudson & Manhattan Rail. 
road Company (the "Debtor") in the United States District Court for the 
Southern District of New York (the "Court"). On September 2), 195l, the 
Debtor moved to dismiss the involuntary petition on the ground that Section 
77 of The Bankruptcy Act governed the reorganization of the Debtor. Subse. 
quently on November 19, 1951, the Debtor filed a petition in this Court for 
reorganization under Section 77. By order dated December 1, 195l, the 
Court denied both the Debtor's motion to dismiss the Chapter X petition and 
its voluntary petition under Section 77. On December 1h, 195, a second 
order was entered by the Court approving the involuntary petition and ap- 
pointing Herman T. Stichman as Trustee in reorganization. 1/ Subsequently, 
on December 22, 1954, an individual stockholder filed an answer to the in- 
voluntary petition denying that the Debtor was insolvent and was unable to 
meet its debts as they matured. After lenrthy hearings, the Court on 
December 21, 1955, found that at the time of the filing of the involuntary 
petition the Debtor was unable to meet its debts as they matured, and on 
January 9, 1956 approved the petition for reorganization and affirmed the 
previous approval of the involuntary petition. 


A. Business of the Debtor 

The Debtor is engaged ii two principal business activities: the owner- 
ship and operation of office buildings and the ownership and operation of an 
interurban rapid transit electric ra‘lroad, 


The realty consists of tw 22-story office buildings ("Hudson Terminal 
buildings") located at one f its terminals at 30 and 5O Church Street in 
New York City, together with adjscent loft aml store buildings. The office 


‘ 
7 


buildings, erected in 1907, cover 4 land area of 107,400 square feet and have 
a net rentable area of approximately 973,000 square feet as presently divided, 
The buildings include a concourse area of some 40,200 square feet and base- 
ment or lower level facilities used in connection with the railroad operation, 
The assessed valuation of the realty iy $1,200,000, of which $5,650,001 


applies to the land and $8,550,000 to the office buildings. The assessed 
valuation of the other real estate is $929,000. 2/ 


17 On August 20, 1950, the Court authorized the Debtor temporarily to con- 

~ tinue the operation of its business. On November 2, 1954, the Court 
appointed William W. Golub as Receiver of the Debtor Who served until 
December 1h, 195h. 


2/ Tr. Ex. 758, pp. 63,75. 


———————— 
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The office buildings are of fire-proofed steel and reinforced construc- 
tion with brick and limestone facing. There are 39 elevators, of which 31 
are in active use. The buildings have been partially modernized but in 


sary respects are in need of further rehabilitation. 3/ 


The railroad of the Debtor provides transportation under the Hudson Rivver, 
through four single track tubes, between its stations in downtown and midtown 
manhattan and its stations in Jersey City and Hoboken, New Jersey. In addition, 
the Debtor operates, in conjunction with the Pennsylvania Railroad, a joint 
rapid transit service between Newark, New Jersey and intermediate points in New 
Jersey and New York City. Of the 239 passenger cars owned and operated by the 
Debtor, as indicated in the Trustee's report, 141 were purchased during the 
period 1909-1911 and the remainder during the period 1921-1928. Relatively 
few of these cars have received any major overhauling. The Trustee, however, 
has recently purchased new cars to be used in the joint service, as will be 
discussed hereinafter. 


Of the aforementioned 239 passenger cars, 213 so-called black cars are 
ysed in the local services and 26 so-called red cars are used in the joint 
service with the Pennsylvania Railroad. In addition, 9 red cars, which are 
omed by the Pennsylvania Railroad, are used in the joint service. )/ The 
joint service is operated under contracts with the Pennsylvania Railroad. 


The joint service trains carry passengers which may be grouped as 
follows: (1) passengers of the Debtor's local service between stations from 
downtown Manhattan to Jersey City; (2) passengers of the Pennsylvania Rail- 
road between Newark and Journal Square Station in Jersey City; and (3) 
passengers between Newark and the Debtor's stations other than Journal Square, 
such passengers constituting the so-called joint service passengers. The 


Pennsylvania Railroad does not share in the revenues from the Debtor's local 
service passengers and the Debtor does not participate in the revenues from 
the Newark to Journal Square Station passengers of the Pennsylvania Rail- 
road, 

The operating arrangements with Pennsylvania Railroad are embodied i: 
two basic contracts. The first, made in 1903, relates to Exchange Place 


Station in Jersey City. This 500 year term agreement granted the Debtor an 
easement under the Pennsylvania Railroad terminal to enable construction of 
the milroad anc elevators connecting that terminal with the Debtor's tunnels 
below. The Debtor agreed to operate the elevators and the tunnels and to 
carry Pennsylvania Railroad passengers between the Exchange Place terminal 
and the Debtor's Hudson Terminal at a fixed rate per passenyer. 





3/ Tre Bx. 75By pe lls Re 5979, 6013-19, 


/ This does not reflect changes in the use of cars occasioned by the de- 
livery of a new fleet of joint service cars as will be discussed later 
herein. 


68911 O—61— pt. 2 46 
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The other contract, made in 1906, relates to the joint service and 
use of the station at Journal Square. Its major provisions were: 


(1) The two companies would operate a joint rapid transit service be« 
tween Newark and the Hudson Terminal. 


(2) The Debtor would extend its line from Exchange Place to Journal 
Square and connect there with the Pennsylvania Railroad. 


(3) The Debtor would be granted easements, trackage riphts and use 
of the Journal Square Station. 


(4) The contract was to extend until April 18, 1956; thereafter it 
would continue subject to termination by either party, on three 
years' notice. 


Revenues and expenses of the joint service operation 4re divided, 
generally, on the basis of LO% to the Debtor and 60% to Pennsylvania Railroad, 
The cost of operation of the Journal Square Station and revenues therefrom 
are divided between the Debtor and Pennsylvania Railroad, and the Debtor 
leases certain facilities at the Journal Square Station from the Pennsylvania 


Railroad, 


Both agreements have been awended from time to time and the Trustee han 
negotiated further revisions of the contracts with the Peunsylvania Kailroad, 
It is expected that new contracts will supersede all existing agreements 
between the companies. The Trustee estimates that these revisions will 
benefit the Debtor to the extent of about $81,000 pert year. 


The Debtor has thre inor subsidiary companies which perform services 

incidental to its operation, These services include the placing of adver- 
; ) ari c ~?t > {yy 9 abh4 Yo le ° ’ ime 4dne 

tising in the railroad proverties, the furnishing of cleaning, pa ing, and 

porter service in the office {ldings, and operation of the Debtor's check 


room. The subsidiaries, which perform services only for the Debtor, operate 


virtually on a break-even basis, 


I uan 5s of 


of the 


ebtor; Securities 





The history of the Debtor, through its various predecessors, dates back 
to 1873 when construction work beran on railroad tunnels under the Hudson 
River, The work proceeded intermittently until 1889 when, as a result of 
financial difficulties, a loan secured by a mortgage was obtained from British 


sources by one of the predecessors then engaged in the construction. Follow 
ing the completion of a portion of the tunnel, new financial difficulties 
caused 4 suspension of the construction until 1902. The construction work 
was again resumed in 1902, and in 1906 three railroad corporations, each of 
which was involved in the construction, were consolidated and a new company, 


the present Debtor, was organized. S/ These companies had outstanding an 








S/ These three predecessor corporations were New York and Jersey Railroad 
Company, Hudson & Manhattan Railroad Company (carrying the same name as 
the present Debtor), and Hoboken & Manhattan Railroad Company. 
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aggregate of $56,500,000 principal amount of funded debt. The Debtor assumed 
$5,000, 000 principal amount of 30-year 5% first mortgage bonds of one of the 
predecessors, and in exchange for the remaining $51,500,000 principal amount 
of 10-year 6% bonds, it issued an equal principal amount of its own 50-year 
if First Mortgage Bonds due February 1, 1957. The Debtor also issued 52,500 
shares of $100 par value 5% preferred stock and 399,999.5 shares of $100 par 
value common stock in exchange for the outstanding capital stocks of its 
predecessors. Most of the stock of the predecessors had oririnally been 
distributed as a bonus with the bonds of those companies. 


Construction work continued until 1908 by which time large portions 

of the lines were completed. The Debtor, which for a period of three years 
until 1908 had let the work out under contract, determined to complete the 
remaining construction itself. Accordingly, it entered into an agreement 
with the contractor under which the Debtor issued to the contractor an addi- 
tional $2,055,000 principal amount of the L4% First Mortgage Bonds due 1957 
as payment for the work done and to be dond and the contractor paid cash of 
approximately $7,400,000 to the Debtor, covering the estimated cost of the 
remaining work which the contractor had originally agreed to do but had left 
to the Debtor to complete. 


One of the Debtor's railroad lines together with its office buildings 
was opened in 1900. A second line was opeued the following year, and the 


extension of the joint service between New York and Newark was effected in 
1911. Between 1905 and 1911, the cost of the construction by the Debtor was 
met by the sale of an additiona) $13,593,000 principal amount of the Lat 
First Mortgage Bonds due 1957, resulting in a total issuance of $67,148,000 
principal amount of Le% Pirst Mortgage Bonds due 1957, in addition to the 
$5,000,000 principal amount of bonds of a predecessor company assumed in 
1906. 


When the railroad was finally completed and operations berun, the Debtor 
was burdened with a top-heavy financial structure, involving funded in- 
febtedness of $72,118,000 and capital stock having a par value of $)5,2h9,950. 


After the Debtor sustained a substantial net loss for 1912, the first year of 


full operation, a plan for the readjustment of its debt was proposed by the 
Debtor and was effected in 1913. The plan provided for the issuance, in ex- 
change for each $1,000 First Mortgage Bond, of a $500 First Lien and Refund- 
ing Mortgage Bond bearing fixed interest at the rate of 5% per annum and a 
$500 Adjustment Income Mortgage Bond bearing 5% interest per annum, contin- 
gent on earnings. The contingent interest was non-cumulative prior to 
January 1, 1920, and cumulative thereafter, payable out of subsequent earn- 
ings or upon maturity of the bonds. The maturity date of the two new bond 
issues was the same as that of the First Mortgage Bond issue, namely, 
February 1, 1957. Pursuant to the plan, $66,204,000 principal amount of 
First Mortgage Bonds were exchanged and were deposited by the Debtor with 
the Refunding Mortgage indenture trustee as collateral security for both 
classes of new bonds, leaving outstanding $941,000 principal amount of 4% 
First Mortgage Bonds which were not exchanged under the plan. According 

to the Trustee, the holders of the Refunding Bonds have first claim on the 
old bonds so pledged. 
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Under the 1913 Plan, the debtor sold to stockholders an additional 
$3,460,633 principal amount of Refunding Bonds, at premium prices, for cash.6/ 
Further sales of $972,000 principal amount of Refunding Bonds for construc. 
tion purposes between 191) and 1917 brought the total issue of Refunding 
Bonds up to $37,534,633. 


In 1932 the $5,000,000 5% first mortgage bond issue assumed by the 
debtor matured and was redeemed in cash. Despite the continuing decline in 
its passenger traffic and operating income since 1927, the Debtor inaugurated 
a practice in 193 of purchasing in the open market, at substantial dis- 
counts below par, large amounts of its outstanding Refunding Bonds and Ad- 
justment Income Bonds. Funds for this purpose were obtained principally 
from the Property Amortization Fund originated in 1913 for the purpose of 
funding the reserve for depreciation. The purchases continued until 199, 
The reduced earnings, combined with the policy of repurchasing bonds in the 
open market, had produced litigation by bondholders as well as proxy fights 
among stockholders. As a result of action taken by a committee for holders 
of Refunding Bonds, the Debtor discontinued making such additional pur- 
chases of bonds, 


Through these purchases, including some made prior to 193, the Debtor 
acquired $8,951,229 principal amount of its Refunding Bonds at a cost of 
$5,236,462 and $16,288,000 principal amount of its Adjustment Income Bonds 
at a cost of $4,633,907. As a consequence, at the time the involuntary 
petition was filed on August 11, 195k, the Debtor had outstanding, in ad- 
dition to the $942,000 principal amount of L}% First Mortgage Bonds, 
$28,583,405 principal amount of 5% Refunding Bonds and $16,811,000 princi- 
pal amount of 5% Adjustment Income Bonds, all due in 1957. 


Earnings of the Debtor were sufficient to cover the fixed and contingent 
interest on its bonded indebtedness only during the priod 1921-1932. Interest 
was paid on the First Mortgage Bonds and the Refunding Bonds, when due, up 
until the date of the filing of the involuntary petition. 7/ Interest on the 
Adjustment Income Bonds prior to the year 1920 was paid only partially in 
several of the years, while for the period from January 1, 1920, until the 
date of the filing of the involuntary petition, interest was paid in full 
through the interest period ending June 30, 193. For the next 12 years, 
through the interest period ending June 30, 1946, only partial interest pay- 
ments were made. No further interest payments were made until partial pay- 








6/ The purpose of the sale of these bonds was to supply working capital and 
to meet expenses of carrying out the plan. More than $3,000,000 of the 
$3,845,000 paid by stockholders was used for corporate purposes other 
than working capital, and only about $800,000 was made available for the 
operations of the Debtor. 





V/ Cash distributions on account of principal were made during the proceed- 
ing to the holders of these two classes of bonds. The court reserved 
jurisdiction to allocate the payments to interest. 








<a 


. bee th te ee, ee ee a on. 








' 


PORT OF NEW YORK AUTHORITY 1873 


nents were again made in 1918, 1949, and 1950. No further payments of in- 
terest have since been made on the Adjustment Income Bonds. 


The Debtor paid no dividends on its preferred stock prior to August 
1923. Beginning at that cate, semi-annual dividends of 24% each were de- 
clared regularly until August 1935. Since that date, no dividends have been 
declared on the preferred stock. 8/ 


The Debtor paid no dividends on its common stock prior to May 1925. 
Beginning at that date, semi-annual dividends were declared regularly until 
December 1932 in amounts ranging from $1.25 per share to $1.75 per share, No 
further dividends have been declared on the common stock since December 1932. 


¢, Causes of Bankruptcy Proceeding 
—— 


After 1927, the Debtor began to experience adverse operating conditions 
-- caused by, among other factors, a steady decline in passenger traffic, the 
reasons for which will be described later, of Simultaneously, the Debtor's 
operating, expenses were mounting rapidly. his was especially true of trans- 
portation costs of which labor costs constitute the largest item. 10/ Simi- 
larly, there were tremendous increases in the costs of maintenance of way, 
structures and equipment, and of power for rilroad ore tions. Although 
fare increases were obtained frow tiwe to time these proved to be inadequate 
to offset the rapidly declining passenger traffic and mounting operating 
expenses. 11/ As a result, the Debtor began to experience a steady decline 
in railroac net operating income which, beginning in 1951, turned into 
sudstantiol deficits. 


On the other hand, the Debtor's earnings from its real estate operations 
steadily increased since 1916. wever, these improvements were insufficient 
to offset the losses from railroad operations. 


’ 


The following table shows the total operating income (i.e., operating 
revenues less operating expenses) for each of the years 1950 through 195k, 
both before and after deducting charres for depreciation and retirements: 








8/ Payment of dividends on the capital stock of the Debtor is restricted 
by the Adjustment Income Mortgage. Dividends are payable only out of 
"surplus income" and only when full cumulative interest at 5% per annum 
from January 1, 1920, has been paid on the Adjustment Income Bonds, 


cS 


Traffic declined from 113,142,000 riders in 1927 to 37,300,000 in 195k. 

Tr. Ex. 6, p. 98. 

10/ In 1941 transportation costs absorbed approximately 27% of passenger 
revenue. By 195i the ratio had climbed to ll%. Tr. Ex. 6, p. 89. 


le 


In 1927, the interstate local fare charged by the Debtor was 6¢ on the 
downtown line and 10¢ on the uptown line; the local fare for intrastate 
riders in New York and New Jersey was 5¢. Since that year, the fares 

have been raisec from time to time. In August 195 when the involuntary 
petition was filed, the interstate fare both uptown and downtown was 20¢ 
and the intrastate fare toth in New York and New Jersey was 10¢. Tr. Ex. 
6, p.33. After the Trustee's appointment in December 195L, the fares 

were raised further. 
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Table I 


Total Operating Income 


(000's Omitted) 


Before Depreciation 


and Retirements 
1950 $1,694 
1951 1,317 
1952 2,077 
1953 »65 
1954, 1,575 


After Depreciation 
and Retirements 


$ 972 
581 
1,33k 
920 


This table indicates that fixed interest requirements of $1,471,000 per annus 
were being met not solely from earnings but also through the use of cash pro- 
vided by depreciation and retirement charges. 


An underlying cause that led to the reorganization proceeding was the 


over-capitalization of the Debtor at the time of its formation. 


Its funded 


debt was excessive in relation to the realistic values of its physical pro- 


perties and to its earning power. 


All the outstanding bonds of the Debtor, 


aggregating some $16,339,000 principal amount, together with some $10,961,000 
of accumulated interest at the date of the petition on the Adjustment In- 

come Bonds, were to mature on February 1, 1957, with the Debtor being in all 
likelihood unable to meet the maturities. 


Although funds had been set aside for this pury 


ose the Debtor failed to 


replace or rehabilitate worn out and inefficient rolling stock and other 


equipment. 


between 1913 and 1951, only $2,220,000 was 
The balance, with the exception 


Of some $19,700,000 accumulate: 


4 


used 


‘f $5,000,000 which was "lent" to the Debtor's 


in the Property Amortization Pund 
for additions and bettermats, 


general funds between 1919 and 1951 and which was used for corporate purposes, 
was applied to the redemption or purchase of the Debtor's outstanding bonds, 

As a result, the Debtor's rolling stock was old and lacked proper maintenance 
and other facilities also were in need of modernization. 


Similarly, at the time of the filing of the involuntary petition, the 
Hudson Terminal buildings required substantial capital expenditures to main- 
tain and improve their earning capacity. 


D. 


Events During The Proceeding 
The initial period of the proceeding was marked by efforts looking toward 


the solution of the immediste financial problems facing the Debtor. In 
September 1957, a fare increase of 5¢ on interstate local fares and on New 
York intrastate fares was authorized, also a 2¢ increase on New Jersey intra- 
state fares in March 1958, 12/ and a S¢ increase in January 1957 in fares om 


Oct. 7, 1955, the Interstate Commerce Commission granted permission 
far an additional 3¢ increase on New Jersey intrastate fares but remains 


to be authorized by the New Jersey Board of Public Utility Commissioners. 
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its joint service carried on in conjunction with the Pennsylvenia Railroad.13/ 
The decline in passenger volume was halted and the traffic has remained at 
about the 195i level, except in 1957 when a month long strike reduced it be- 
low such level. 


Relief to the Debtor was also given through agreements with various lo- 
eal taxing authorities in New Jersey for the two fiscal years 1955 and 1956, 
and in New York for 1955-1956 and 1956-1957. These resulted in total tax 
reductions 2. The recuced level of taxation was continued for the 


following year. The annual tax saving amountsto about $250,000 a year. lb/ 


- $C27 C 
¢ , 


In dealing with the labor unions, especially the railroad unions, the 
Debtor has had to meet the standards set for the trunkline reilroads by their 
national labor agreements. Similarly, the treatment of the building employ- 
ees has had to conform to city-wide standards of building service unions. 
Thus, increases in wags av een given the Debtor's employees each year 


since 195). 


The condition of the red cars used in the joint service between Newark 


and Hudson Terminal made it necessary that they be replaced shortly in order 
to enhance the safety of operations. Since such cars are owned in part by 
the Pennsylvania Railroad, the r tee obtained its arreement to purchase 


608 of a new joint service car fleet. Toward the end of 1956, the Trustee 
was authorized to purchase 20 irs a total price of about °1,675,000, 


and the Pennsylvania iiailroad acquired 30 new carse Delivery of these cars 
began in July 1955. The Trust r es to pay for these cars in cash. He 
has made no pro; 1 with re >t te the replacement or modernization of 


the Black cars used in the local service. 


The future of the Vebtor's railr 1 involves, among other factors, the 
consideration of the ; ibili that the reilroad may either be purchased or 
condemmed by a public authority. The States of New Jersey and New York created 
the Metropolitan Rapid Transit omission to study and report, among other 
things, upon the probler f transportation between New Jersey and New 
York City. That Commissi bmitted its report in January 1958 indicating 
that, among various transit pr ls that had been advanced, there were "four 


basic transit plans” considered by it and its consultants. 15/ The plan 
favored by that Commission would include the construction of an independent 
biestate loop and would provide transfer connections with all suburban rail- 
roads in New Jersey, a new subway line in Manhattan, and two new tunnels 
under the Hudson River. The Debtor line between points in New Jersey and 
downtown Manhattan would be maintained and modernized, while its uptow ser- 
137 This resulted in an increase to the Debtor from §.1)59 to 5.1613 in the 


division of joint fares. Tr. Ex. 7hA. 
, i 
lb/ Tr. Ex. 6, p. 28; Tr. Ex. 55. 


15/ Tr. Ex. 686, pp. 18-19. 
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vice would be discontinued. The capital cost of this plan was estimated at 
close to $500,000,000. A second and a third plan would provide for similar 
use of the Debtor's facilities, and because of variations in other respects, 
the estimated cost was indicated to approximate $350,000,000. A fourth plan 
would provide for the use of both the uptown and downtown facilities of the 
Debtor, with the estimated capital cost reduced to approximately 3265 ,000,000, 
That Commission's recommendation included creation of a bi-state rapid tran- 
sit district which, subject to the approval of the States, would construct and 
later operate the loop system. 


The Trustee, however, has been urging that greater use should be made 
of the Debtor's facilities. At the present time, legislation for the crea- 
tion of such a bi-state district has been adopted by the State of New York, 
but proposed legislation is still pending in New Jersey. It cannot be pre- 
dicted what the outcome of the program will be insofar as it relates to the 
Debtor's facilities. 


The Debtor has been faced with the problem of the failure of a number of | 
prime tenants in the office buildings to renew their leases upon expiration 
thereof. Counting the vacancies that have occurred recently as well as the 
impending vacancies, the Trustee reported that there would be a decrease of 
approximately 30,000 square feet of occupancy, or atout 30% of the total 
rentable space. In terms of dollars, the decrease amounts to approximately 


$1,270,000 of rentals per annua, or about 38% of the rent revenue in 1957. 
Only recently the Debtor leaseci part of this space to two prime tenants in 
the ageregate of about 66,00 square feet. Under the terr f the new leases, 
the Debtor will provide air conditioning for the leased space and will ce- 


ceive somewhat higher rentals than previously received from the prior tenants 


c 
to engage a real estate firm as managing agent of the properties. During the 
proceeding modernizations of the plumbing facilities was effected at a cost 
of about $173,000, and installation of alternating current facilities has 
been substantially completed at a cost of about $100,000. Bids are being 
solicited at this time, subject to approval of the Court, for installation of 
new elevators. In addition, capital improvements will be required by the 
terms of the new leases and the probable demands of other new tenants. Stud- 
ies are being made on behalf of the Trustee to determine the method of best 
providing these additional services and the cost thereof, 


Two cash distributions aggregating 122% or $125 per $1,000 of the prin- 
cipal amount of the publicly-held First Mortgage Bonds and the Refunding 
Bonds have been made. 16/ These distributions totaled $3,690,);75. The dis- 





16/ A 62 distribution was made in November 1956 and a 65% distribution in 


principally in recognition of this service. 

This situation has emphasized the need on the part of the Trustee not 

only to propose various capital improvements in the office bulidings but also 

September, 1958. | 
’ 
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tribution orders of the Court reserved jurisdiction to reallocate these pay- 
ments in whole or in part against accumulated interest. 


The following table sets forth a summary of income of the Debtor for the 
seven years 1951 through 1957. 


Table it a/ 


(000's Omitted) 


—1%1_ _ 1952 __ __1953 195h__——=_—:1955 1956 1957 0/ 


Railroad 
Operating nevenues $ 7,233 3 7,77 3 328 $ 7,171 $ 7,210 $ 7,174 $ 6 226 
Operating Expenses ’ 





before Deprec. 7,018 6.96) 6.985 6.926 ’ . 
} ctemtioaice, <amdin > >, 92 6,668 132 ; 8 
Operating Income eileen ap the tn anche: diet 
before Deprec. 215 10 340 2h5 S52 1:2 ( $72) 
Deprec. and Re- 
tirements ji ae + 0 558 561 563 550 535 
Operating Income Se 23> 
Loss 320) 2 ( 18 ( 4) ’ ( O08 ) ' 
or (Lo hc SAD) se ( 315) ( 21) ( 08) (2,107) 


Real Estate 
Operating Revenues 2,097 3,101 3,255 3, 267 3,341 LO L468 
Operating Expenses » 34 3,40), 3,468 


before Deprec 1,795 1,63 1,9 5 0 69 , 
prec, ; 1,634 1,906 1,956 _ 1,666 1,869 2,046 
auiiien, Hesene i 2 eee: emcees cient heee epnet 
¢ Deprec 2 134 ] 32 75 5 
_fore Depre . 1,102 1,26 1, U9 1,331 1,475 1,535 1,422 
Deprec tation 201 20) 211 21 211 213 213 
SS es eee een es eee ae a 
0 ti Income 70) 1 oO 12 ‘ i. =, 
erating Income 1 _ 1,066 1,13 1,120 1,264 1,322 _ 1,209 





Total Operating In- 
om 581 1,33h : 80h =. 1, 243 9s 102 


fe + 
Other Income - net c/ fs ( UW) ( 16) ( ) , = ‘ 
r a Me sad 3! 67 \ 
Net Income before Ss _{ 67) jemnaintllts cn, 














Bond Inte rest 589 1,320 704, 780 1,176 94,8 220 

Bond Interest d/ 2,312 2,312 2,312 2,312 2,312 2,296 2 223 

Net (1,723) $( 992) $(2.08) $(1.¢32) 0) (2.1 
Loss $(1,723) $( 992) $(1,),08) (1,532) $(1,136) $(1, 350) $(2,003) 


( ) Denotes red figures 


a/ 1951-1954, Tr. Ex. 6, p. 89; 1955, Tr. Ex. 6, 83, 84A; 1956-1957, 
Tr. Ex. 29 LL, 83, 84A. 
This statement gives effect to reductiongin taxes obtained by the Trustee 
for 1955, 1956 and 1957. 
b/ Operations ceased from March 28, 1957 to April 29, 1957 as a result of a strike 
of non-operating unions. 
c/ After deducting "Income Deductions" other than interest on funded debt. 


d/ Represents interest requirements on all bonds, whether actually paid or not. 
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On the basis of the foregoing table, there appears below a comparative 
summary of the average income or loss for the seven-year period 1951-1957, 


Table IIl 
(000's Omitted) 


Real 
Railroad Estate Total 
Seven-year average 1951-1957: 


Before depreciation $ 2h,6 $1,354 $1,600 
After depreciation (303) 1,116 8,3 
( ) denotes loss 


Ill. LIABILITIES AND CAPITALIZATION 
Attached as Appendix A is a condensed balance sheet of the Debtor at 
August 31, 1958. 


The Trustee applied the two cash distributions aggregating 124% made 
to the holders of the First Mortgage Bonds and the Refunding Bonds in re- 

duction of principal. The Court has reserved jurisdiction to allocate the 
payments, in whole or in part, against accrued interest. The Debtor's lia- 
bilities including its outstanding debt securities are estimated as follows 
as at June 30, 1959 -- an assumed consummation date: 





Basis A - Trustee's basis of applying interim cash distributions 
entirely to reduction f principal and computing in- 
terest at coupon rates to date of maturity, February l, 
1957, and at coupon rates to June 30, 1959. 


as applic 


Basis B - Treating interim distributions able en ly 
to interest and computing interest at coupon rates to 
February 1, 1957, and at coupon rates thereafter to 

June 30 


9 470/e 
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Table IV 
Basis A 
First Mortgage Bonds 
Principal $ 82,250 
Accrued interest 199,339 
1,023,589 


Unclaimed interest a/ 4,073 


1,027,662 


Refunding Bonds 


Principal 25,010 »680 
Accrued interest __6,720,66) 

31,731, 344 
Unclaimed interest a/ 98 61,2 

31,829, 986 

Adjustment Income Bonds 

Principal 16,81),,000 
Accrued interest 15,090, 229 


31,90, 229 
Unclaimed interest a/ 34,066 


Other Debtor 





liabilities b/ 666, 108 
Total $65,462,051 


a/ Unclaimed interest on the three bond issues became 
payable prior to the reorganization proceeding and 


YORK AUTHORITY 


Basis B 


$ .942,000 
___ 90,668 
1,032,668 
____ 4,073 
1,036, 71 


28,583,105 
3,451,003 
32,037 ,408 


___ 98,642 


32,136,050 


16,814,000 


15 ,090, 229 
31, 90h, 229 


34; ,066 


____ 666,108 


apg hairs 
$65,777,194 


has not been collected by the bondholders. 


b/ Te. Bu. 76, 77, 97; R. 6961. 





has outstanding 52,500 shares of $100 par value 5% non- 
cumulative preferred stock and 399,999.5 shares of $100 par value common 


17/ Outstanding shares include 55,8625 shares of common stock and 78.25 
shares of preferred stock held for exchange for stock of a predecessor 
company and equivalent shares representing outstanding scrip of the 
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The amountsof principal and accrued interest estimated to be payable on 
each $1,000 principal amount of bonds, as at June 30, 1959, expressed in 
terms of the amount of bonds outstanding prior to the interim cash distribu- 


tions totaling $125 per $1,000 bond,are shown below on the same three bases 
as used in the above table. 


Table V 
Basis A Basis B 
First Mortgage Bonds $1,086.61 $1,096.25 
Refunding Bonds 1,110.13 1,120.84 


Adjustment Income Bonds 1,897.18 1,697.18 
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1v, SUMMARY OF THE AMENDED PLAN AND OTHER PROPOSED AMENDMENTS 


The Trustee's amended plan of reorganization is predicated upon the 
assumption that the Debtor is insolvent and the value of the mortgaged 
assets does not exceed the amount of claims of the senior bondhol ders 
(i.e., the First Mortgage Bondholders and the Refunding Bondholders), ex- 
cept possibly through sale of the railroad. Publicly held First Mortgage 
Bonds are treated on a par with the Refunding Bonds. The amended plan is 
designed to permit only the senior bondholders to share in the vaiue of the 
portgaged assets, while recognizing the claims of the junior bondholders 
(i.e., the Adjustment Income Bondholders) against certain assets allegedly 
not subject to the mortgage liens ("free assets"); it also provides a 
contingent interest for junior bondholders in the proceeds of a sale of 
the railroad, if such a sale realizes more than is required to meet the 
claims of the senior bondholders. 


The Debtor will continue its corporate existence as a Real Estate 
Company. A new Railroad Company will be organized as a subsidiary of the 
Real Estate Company. 


The Railroad Company will acquire from the Debtor the present. railroad 
property of the Debtor (other than the portion thereof which constitutes any 
part of the Hudson Terminal buildings or the land upon which they are situated), 
the materials and supplies and other assets incident to the operation of the 
railroad, and enough cash to finance the purchase of the new cars heretofore 
ordered, to provide working capital, and to meet cash operating losses for a 
period of two years. Its capitalization will consist of 1,000 shares of common 
stock to be held by the Real Estate Company. The Railroad Company will pay ea 
rental to the Real Estate Company for occupancy of the concourse and track 
level space equal to 50% of the land tax and 14% of the tax on the improve- 
ments of the Hudson Terminal buildings, plus the fair rental value of such 
office space as it may occupy. 


The Real Estate Company will retain all other assets of the Debtor. 
It will issue $10,038,100 principal amount of 20-year 6% First Mortgage 
Bonds ("New Bonds") and will be empowered, for a period of two years fol- 
lowing the date of consummation of the amended plan, to issue up to 
$2,500,000 principal amount of new Prior Lien Obligations. It will have an 
authorized capital of 590,476 shares of a new Class A common stock and 
58,849 shares of a new Class B common stock. The Class B stock is intended 
to recognize the interest of junior bondholders in the free assets of the 
Debtor and, generally, to provide for their right to receive the proceeds of 
any sale of the Railroad Company property after satisfaction of the claims 
of senior bondholders. 


A. Distributions Under the Amended Plan 


(1) First Mortgage Bondholders 


Public holders of the original $942,000 First Mortgage Bonds will re- 
ceive $320,280 principal amount of New Bonds and a total of 18,840 shares 
of Class A stock of the Real Estate Company, on the basis of $340 principal 
amount of New Bonds and 20 shares of the Class A stock for each $1,000 
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original face amount of First Mortgage Bonds held (including unpaid interegt 
accrued thereon). 18/ 


(2) Refunding Bondholders 


Holders of the original $28,583,405 Refunding Bonds will receive the 
balance of $9,717,820 of the New Bonds and 571,636 shares of Class A stock 
of the Real Estate Company, on the basis of $340 principal amount of New 
Bonds and 20 shares of Class A stock for each $1,000 original face amount of 
Refunding Bonds held (including unpaid interest accured thereon). 18/ 


(3) Adjustment Income Bondholders 


Holders of the present $16,814,000 Adjustment Income Bonds will re- 
ceive all of the Class B stock, i.e., the total of 58,849 shares, on the 
basis of 3-1/2 shares for each $1,000 principal amount (including unpaid 
interest accrued thereon). 


(4) Other Creditors 


Administation expenses of the reorganization proceeding, including fees, 
expenses and other allowances connected therewith in such amounts 43 way be 
determined by the Court will be paid by the Trustee or assumed and paid by 
the Real Estate Company. 


Obligations incurred by the Receiver or Trustee in connection with the 
operation of the business of the Debtor will be assumed and paid by Che Real 
Estate Company, with the exception of any debt for new cars or liabilities 
for personal injury and property damage claims arising from railroad operations 
after November 24, 1954, which will be assumed and paid by the Railroad Com- 
pany. 19/ 


“Interim claims", in amounts as may be finally allowed (without 
interest), will be paid in cash, 20/ 


18/ These distributions are in addition to the distributions aggregating 
$125 per $1,000 principal emount heretofore paid to the senior bondholders, 


19/ Obligations incurred by the Receiver or Trustee are estimated by che 
— = approximately wee as at December 31, 1958, incuding so 
called undistributed claims ab 0,000 d 1 3 
new cars. Tr. Ex. $65 7 99. Re bat ee castes. 7 Sr ae 

20/ “Interim claims" consist of unpaid expenses of ordinary operations 
arising during the period from the day following the filing of the 
involuntary petition to the day immediately preceding the appointment 
of the Receiver (i.e., from August 12, 1954 to November 23, 1954). 
These claims, estimated at $61,000 (Tr. Ex. 36), have since been re- 
duced by payments under Order No. 25/7. 
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"six months claims", in amounts as may be finally allowed (without 
interest), will be paid in cash. 21/ 


Claims for unclaimed interest on the First Mortgage Bonds and on the 
pefunding Bonds, which matured prior to August ll, 1954, but which was not 
collected by the bondholders, (without interest thereon), will be paid in 


cash, 22/ 


Claims for unclaimed interest on the Adjustment Income Bonds which 
gatured prior Co August 11, 1954, but which was not collected by the bond- 
holders, will be paid in cash at the rate of 20% (without interest thereon). 23/ 


Federal, state and local tax claims, in amounts as shall be agreed upon 
between the claimants and the Trustee and approved by the Court, will be paid 
in cash. 24/ 


General unsecured claims against the Debtor which are estimated by the 
Trustee at an aggregate of approximately $460,000 as at December 31, 1958, 
will be paid in cash at the rate of 10% of such amounts as may be finally 
allowed (without interest). 25/ 


No participation is provided for the holders of the present preferred 
stock and comaon stock of the Debtor 


B. Terms of New Securities 
(1) Prior Lien Obligations 


The Prior Lien Obligations will be secured by a firat Lien on the 
Hudson Terminal buildings and land, subject to the lien of the costs and ex- 
penses of administration to be fixed by che Court. In lieu of such Prior 
Lien Obligations, in whole or in part, the Real Estate Company may finance 
modernization of che Hudson Terminal buildings by loans from banks. 





21/ “Six months claims", which are estimated by the Trustee at approxi- 

tm mately $116,000, consist of such unpaid expeases of ordinary operations 
as way be found by the Court to be entitied to priority, incurred by 
the Debtor (without the extension of long term credit) within six 
months prior to appointment of the Receiver herein (i.e., November 24, 
1954). Tr. Ex. 97. 


22/ Such unclaimed interest is estimated by the Trustee st an aggregate of 
approximately $4,000 on First Mortgage Bonds and $99,000 on Refunding 
Bonds, or a total of $103,000. Tr. Ex. 97. 


23/ Such unclaimed interest is estimated by the Trustee at an aggregate of 
approximately $34,000, of which 20% will amount to $6,800. Tr. Ex. 97. 


24/ Such claims are estimated by the Trustee at approximately $87,000 as at 
December 31, 1958. Tr. Ex. 97. 


25/ Tr. Ex. 76, 77, 97; R. 6961. 
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(2) New Bonds 


The New Bonds will be secured by a lien on the Hudson Terminal 
buildings and the land upon which they are situated and by a lien on 
all other real and personal property owned by the Real Estate Company at the 
date of consummation of the amended plan or thereafter acquired, except for 
the capital stock of the Railroad Company and any distributions thereon. 
The New Bonds, however, will be subordinate to the liens of outstanding 
Prior Lien Obligations and of the aforementioned costs and expenses of 
administration. 


The New Bonds will be dated as of a date within one month of the date 
of consummation of the amended plan, will mature 20 years thereafter, and will 
bear interest at the rate of 6% per annum, payable semi-annually. No sinking 
fund is provided for during the first two years. During each year Chereafter, 
and continuing through the nineteenth year, the Real Estate Company will 
expend an amount not less than (a) $900,000 for combined interest on the Prior 
Lien Obligations and bank loans and the New Bonds and for redemption of such 
debt securities, plus (b) 25% of the amount, if any, by which the gross 
income of the Real Estate Company for the calendar year ended during such 
year of the Cerm of Che New Bonds exceeds $1,200,000. 26/ 


Available sinking fund moneys will be applied to the redewption of New 
Bonds, at not in excess of par plus accrued interest, by (1) selection by 
lot, (2) solicitation of tenders, or (3) purchase upon a national securities 
exchange, While any of the New Bonds are outucanding, the Kkeal Estate Company 
will be required to obtain the consent of the nolders of at least two-thirds 
of the principal amount of such bonds then outstanding in order to incur any 


new debt aggregating in excess of $1,000,000, other than certain listed 
obligations. 


(3) New Common Stock 


The Real Estate Company will be authorized to issue 590,476 shares of 
Class A common stock and 58,849 ehares of Class B common stock, all of 
which will be issued under the amended plan, as above described. Of the 
total new common stock, approximately 91% will consist of Class A and 9% 
of Class B stock. Both will represent the same equity per share in che 
assets and earnings of the Real Estate Company and also in the proceeds of 
any sale of the Railroad Company's property up to $17,000,000, provided 
that the Real Estate Company may retain from such proceeds an amount not 
exceeding $7,000,000 for purpouves of debt retirement, investment, improve- 
ments or other corporate purposes. However, the amount so retained will be 
used for debt retirement, except that an amount not exceeding $4,000,000 
267 As used in the amended plan, the term "gross income” presumably has 

the same meaning as employed in the Trustee's present accounting, 
namely, operating income (after deducting depreciation and Federal 
income taxes), plus other income, but before deducting interest 
charges and other income deductions. Depreciation per books on the real 
estate properties currently amounts to about $220,000, or an annual 
raee of 2%. Tr. Ex. 84, 846A. 


17 





the 
of 
Cla 


Cle 


Ra 


de 
se 








PORT OF NEW YORK AUTHORITY 1885 


thereof may be used for any other purpose, with the approval of the holders 
of a majority of the shares of the common stock of the Real Estate Company, 


Class A and Class B alike. 


All net proceeds of liquidation of the Railroad Company property in 
excess of $17,000,000 will be distributed pro rata among the holders of the 
Class A and Class B stock as follows: 


1) If the sale shall have occurred on or before June 30, 
1963, 90% of any such excess will be distributed pro rata among 
the holders of the Class B common stock only, and 10% thereof 
will be distributed pro rata among the holders of the Class A 


common stock only. 


2) If the sale shall have occurred after June 30, 1963, 
and on/or before February 28, 1970, the percentage of any such 
excess to be distributed pro rata among the holders of the Class B 
common stock only, will be 90% less 1% for each month after June 
1963, to and including the month of the sale, and the percentage 
of any such excess to be distributed pro rata among the holders 
of the Class A common stock only, will be 10% less 1% for each month 
after June 1963, to and including the month of the sale. 


3) If the sale shall have occurred on or after March 1, 
1970, any net proceeds of Liquidation in excess of $17,000,000 
will be distributed pro rata omong the holders of the common stock 
of the Real Estate Company, Class A and Class B alike. 


The initial boards of directors of both the Real Estate Company and the 
Railroad Company will be appointed by the Courc after consideration of 
nominations by the bondholders or their representatives, The Court will 
designate seven of the nine directors of the Real Estate Company to repre- 
sent Che Class A stock and two to represenc the Class B stock, and five of 
the seven directors of the Railroad Company to represent the Class A stock 
and two to represent che Class B stuck. 


The successor boards of the Real Estate Company will, until June 30, 
1965, or until the sale of the Railrosd Company, whichever shall first 
occur, be elected annually by the stockholders, voting cumulatively and with 
one vote per share and with seven of the directors being elected by the 
Class A stockholders and two by the Class B stockholders. Thereafter, all 
the common stockholders of the Real Estate Company will vote alike for 
directors without distinction as to class. 


The successor boards of the Railroad Company will be elected annually 
by the directors of the Real Estate Company, voting by classes prior to 
June 30, 1956, or prior to the sale of the Railroad Company property, which- 
ever shall first occur, and voting without regard to class thereafter. At 
such election by classes, the directors of the Real Estate Company repre- 
senting the Class A stock will designate five directors of the Railroad 
Company, while the directors of the Real Estate Company representing the 
Class B stock will designate two directors. 
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Sale of the railroad properties on or before June 30, 1956, will require 
the approval of a majority of the Class A directors and by the two Clase 8 
directors. In the event of approval of such sale only by the majority 
of Class A directors or only by the two Class B directors, the sale may 
be consummated only by approval of the Court after notice to stockholders 
and hearing. Election of the president of the Railroad Company prior to 
June 30, 1965, or prior to sale of the railroad properties, whichever date 
shall first occur, shall require the votes of a majority of the Class A 
directors and the votes of the two Class B directors. in the event of 
failure Co meet guch requirements or of a vacancy in the office, the president 
of the Railroad Company will be appointed by the Court. 


The Court will reserve jurisdiction until June 30, 1956, Co act in 
connection with the sale of the railroad properties or in connection with 
the appointment of the president of the Railroad Company. 


C. Proposed Amendments 


Representatives of Adjustment Income Bondholders have proposed that the 
month in which the sale shall be deemed to have occurred for the purpose 
of measuring the relative participations of the Class A and Class B stock 
in the proceeds of the sale of the Railroad Company in excess of > 17,000, 000 


shall be the month in which the contract to sell is executed. 
Representatives of Refunding Bondholders have proposed that the 
initial boards of directors of the Real Estate Company and the Railroad 


Company shall be designated by the Court from among nominees of bondholders 
after giving consideration to the bond ownership interests of the nominators, 
The seven Class A directors of the Real Estate Company and the five Class A 


directors of the Railroad Company would be 30 chosex from among nomimees of se 


ior bondholders, and the two Class B directors of each of the reorganized 
companies would be so chosen from among n»ominees by junior bondholders, 
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Vv. EARNINGS AND VALUATION 


Findings of fairness and feasibility of a plan must be based primarily 
upon consideration of the prospective earnings of the enterprise and a 
valuation of such earnings. 27/ In a case such as this, where the Trustee's 
anended plan provides for possible termination of the railroad operations 
by the Railroad Company by sale or otherwise, it is appropriate as well to 
consider the results of liquidation of the railroad property. 


As previously indicated, the Debtor's business has two aspects: the 
ownership and operation of commercial real estate in downtown Manhattan, and 
the ownership and operation of an interurban electric railroad. 


A. Earnings and Valuation - Real Estate 


A description of the real estate operations of the Debtor has been 
presented previously in Part II-A hereof. 


Historically, earnings from the Debtor's real estate operations have 
demonstrated an upward trend. During the fifteen years elapsing from 1943 
through 1957, annual rentals together with a small amount of other operating 
revenue have increased from $1,971,000 to $3,468,000. Expenses also in- 
creased by a substantial amount, although by a somewhat lesser per cent than 
the increase in revenues, Expenses, exclusive of depreciation, increased 
from $1,202,000 to $2,046,000, as a result of which the operating income 
increased from $769,000 to $1,422,000. 28/ 


During the period 1955-1957, earnings from operations, before providing 
for executive management, Trustee's administration expenses, depreciation, 
miscellaneous amortization , interest and Federal income taxes were as 
follows: 29/ 

a Table VI 


(000's Omitted) 

















Operating revenues $3,340 $3,404 $3,468 
Operating expenses $1,351 $1,354 $1,515 
Real estate taxes 413 448 456 
Total 1,764 $1,802 $1,971 
Operating income before executive management, 
Trustee's administration expenses, depreciation, 
amortization, interest and Federal income taxes $1,576 $1,602 $1,497 
27/ Consolidated Rock Products Co. v. DuBois, 312 U. S. 510, 526 (1941). 


28/ 1943-1954, Tr. Ex. 6, p. 89; 1955-1957, Tr. Ex. 84A.The 1957 operating 
income figure reflects the deduction of approximately $75,000 of 
Trustee's administration expenses. 


29/ Tr. Ex. 84A. 
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Operating income for the above period averaged $1,558,000 per year 


(1) Evidence and Testimony 


The Trustee's chief fiscal officer, I. Spinrad, has estimated operating 
income for 1958 (before deduction of executive management expense and the 
other expenses and items noted in Table VI) at $1,505,000. This estimace 
is slightly in excess of the actual figure for the year 1957. 


A report and testimony on the value of the real estate properties of the 
Debtor were presented on behalf of the Trustee by Paul T. O'Keefe, senior 
vice president of James Felt & Company, a real estate firm, It was O'Keefe's 
opinion that nearly full occupancy and favorable rentals should continue 
“for a few years" in the buildings’ present conditon. 30/ The report con- 
tains an estimate of the short-term rental value of the real estate and its 
earnings predicated upon the current rental schedule and the present method 
of operations. A summary of O'Keefe's earnings estimates appears below; 3 


Table VII 
(000's Omitted) 


Operating revenue $3,618 
Less: 5% vacancies and bad debts __181 $3,437 
Operating expenses $1,352 
Real estate taxes (at current ratey) __ 452 1,804 
Operating income (before deduction of 

certain expenses noted in Table VI) 31 633 


O'Keefe also estimated that if the present method of conjunctional 
billing for electricity supplied te the Debtor by Consolidated Edison Company 
of New York, Inc., is permitted by the Public Service Commission of the State 
of New York to be eliminated, the Real Estate Company's operating expenses 
will increase by about $40,000 per year. 32/ O'Keefe, however, did not 
deem it appropriate make Chis adjustment at this time. 33/ 


ee 


307 R. 5974. 
31/ Tr. Ex. 75B, pp. 65, 75. 
32/ The Trustee is contesting any change in the present method of billing. 


33/ Tr. Ex. 75B, pp. 63, 64, 66, 75. O'Keefe's report also indicates an 
additional reduction of $18,000 per year in operating income arising 
out of the change from the Debtor's present method of allocation of 
real estate taxes as between the real estate and the railroad to a 
method based on a rental charge by the Real Estate Company to che Rail- 
road Company for space to be used by the latter. On the basis of the 
rental formula in the amended plan, the proposed rental charge to the 
Railroad Company will approximate the amount of real estate tax as 
presently allocated to railroad operations. 
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O'Keefe's earnings estimates reflect office rentals at averages of $3.02 
quare foot for rented space at 30 Church Street and $3.77 at 50 Church 


rs 
aie New York City. 34/ He considered these rental rates to be low, and 


estimated the rental value of the space in the Debtor's office buildings at 
$4 a square foot forthe concourse level, the grade floor, and above, and at 
$1.50 a square foot for the track level associated with the railroad 


operation. 35/ 


O'Keefe did not believe the impending transfer of several prime tenants 
to new buildings to be a particularly serious matter to the Debtor. In his 
opinion certain of those tenants have been paying relatively low rentals, so 
that higher rentals should be obtainable from new tenants. 36/ However, 
he noted that in order not to lower the character of the buildings, it is 
essential to attract prominent tenants on long-term leases. In this connec- 
tion, he testified that the substantial construction activity on new office 
buildings in the area has created acute competitive conditions, particularly 
in respect of prime tenants. 37/ 


In order to maintain and protect the present rental structure, it was 
O'Keefe's judgment that some rehabilitation of the buildings is necessary. 
This would involve installation of additional electrical feeder lines to pro- 
vide alternating current, elevator modernization, and elevator lobby improve- 
ment. 38/ While the electrical work has been completed, work on other parts 
of the rehabilitation program involving an estimated cost of $2,700,000 has 
not commenced. 39/ Me indicated his belief that the buildings would have a 
resaining economic life of about 25 years assuming no such program is under- 
taken, but that the useful life would be doubled if the complete rehabilita- 
tion, including air-conditioning, were carried out. 40/ 


The Trustee's appraiser also indicated that a modernization program, 
exclusive of air-conditioning, would achieve over a period of about five 
years an increased rental rate of $4.25 per square foot for office space. 
He applied this rate to the offices and used the present rates for the 
stores, concourse, and other areas of the Debtor's real estate. 


U7 tr. Ex. 758, p. 62. 


35/ R. 5828, 6023. 








36/ R. 6028. 
37/ Tr. Ex. 75b, p. 50; R. 5981. 
38/ R. 5848 


39/ Engineering studies were completed respecting elevator installation and, 
subject to the approval of the court, bids are presently being solicited. 


40/ R. 5955, 
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He estimated operating expenses at an overall rate of $1.24 per square foot, 
On the basis of these estimates, he arrived at future earnings of $2,274,009 
per year as follows: 41/ 


Table VIII 


(0900's Omitted) 





Operating revenue $4,441 
Less: Vacancies of 10% for office and 5% for other 
areas 409 $4,032 
Operating expenses $1,265 
Real estate taxes 493 1,758 
Operating income (before deduction of certain expenses 
noted in Table VI) $2,274 


The foregoing operating expenses of $1.265,000 are $87,000 less than 
O'Keefe's estimate as shown in Table VII. He explained this reduction by 
stating that he assumed that annual savings of $155,000 in wages would be 
realized from the installation of new elevators, but that there would be 
an increase of $68,000 in other expenses principally as the result of the 
assumed elimination of conjunctional billing of electricity. The increase 
of $41,000 in real estate taxes was attributed to an assumed increase of 
$1,000,000 in the assessed valuation. 


In connection with the two bases of earnings estimates which O'Keefe 
presented (per Tables VII and VIII above), he made no provision for certain 
corporate and administrative expenses which the Real Estate Company may 
reasonably be expected to incur, Spinrad supplemented O'Keefe's figures by 
estimating that executive management expense would approximate $90,000 per 
year; that clerical salaries and miscellaneous office expense would total 
$48,000; and that franchise taxes and various corporate expenses would 
amount to $8,000. Deduction of these additional expenses of $146,000 from 
O'Keefe's estimated operating income of $1,633,000 (before any substantial 
rehabilitation of the buildings) would result in an adjusted operating income 
of $1,487,000 per year. On the basis of his estimated operating income of 
$2,274,000 (after giving effect to rehabilitation of the buildings), deduc- 
tion of the above additional expenses would result in an adjusted earnings 
figure of $2,128,000 per year. 


The Trustee's appraiser submitted a valuation estimate of $16,950,000 
for the Debtor's real estate properties, allocated as follows: 42/ 


41/ Tr. Ex. 758, pp. 65, 75, 93, 94; R. 5968 


42/ Tr. Ex. 758, p. 2. 
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Table IX 


(000's Omitted) 





Total Building Land 
fudson Terminal buildings $16,000 $10,800 $5,200 
Other real estate 950 150 ___800 

Total $16,950 $10,950 $6,000 





The report stated that the appraisal was based "on a present day, open 
parket transaction for all cash." 43/ O'Keefe testified that “these values 
are not predicated upon any specific program. This is on an as-is basis."44/ 
However, he assumed that a purchaser of the properties would modernize the 
Hudson Terminal buildings in order to maintain and increase their value as 
well as to extend their economic life. O'Keefe further indicated that the 
appraised value would be unchanged if the railroad operation were dis- 
continued. 45/ Although he stated that he did not reach his valuation figures 
on the basis of capitalization of estimated earnings, he noted that his 
estimates of earnings (per Table VII and giving consideration to the adjustments 
heretofore discussed) afforded approximately a 10% return on his valuation of 
the Hudson Terminal buildings and approximately a 7% return on the other real 
estate. 46/ 


The Debtor's buildings have shown a record of virtually full occupancy 
until recently. The current decline in occupancy was caused by the removal of 
some prime tenants, reflecting the acute competitive conditions created by 
the new office building construction. In the downtown area of Manhattan 
alone, 14 new buildings have been completed, or are under construction, repre- 
senting an increase of $7,774,000 square feet in rentable space in that area. 
4]/ However, O'Keefe testified that in the present condition of the Debtor's 
buildings “there is a reasonable prospect of continuing or achieving, I would 
say, @ full occupancy, close to a full occupancy in these buildings for a few 
years at favorable rentals." 48/ Accordingly, his estimate of future 
vacancies, on the basis of the present condition of the Debtor's buildings, 
was only 5%. 


Rental rates on the Debtor's buildings have, with few exceptions, 
437 Tr. Ex. 758, p. 95. 


44/ R. 5859, 





45/ R. 6044. 
46/ Tr. Ex. 758, p. 95, R. 6047, 7040. 


47/ “Office Building Construction Manhattan 1901-1953", Supplement #5 - 
1957, The Real Estate Board of New York, Inc. 


48/ R. 5974, 
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been increased upon renewal of leases or rerenting of space. O'Keefe ex- 
pressed the view that the buildings are renteda@ low rates, and this factor 
together with their prime location serves to offset in part the competitive 
situation created by the construction of new buildings. 49/ As noted, hig 
estimate of future income was based on the current rental schedule, and he 
foresaw no rental loss to the Debtor in the event of discontinuance of the 
railroad operation. 50/ 


An obviously unfavorable factor affecting the future earning power of 
the buildings is their age. They are considerably older than most of the 
similar structures situated in the downtown area. It is indeed recognized 
by O'Keefe that because of their age certain rehabilitation “should be 
effected if the present rental structure and present occupancy level is to 
be maintained for any period of time." 51/ Important also is his testimony 
that the remaining economic life of the buildings, assuming no rehabilitation 
program is undertaken, must be considered to be limited to 25 years, or 50 
years if such program is effected. 52/ 


Wages and real estate taxes constitute the largest elements of operating 
expenses. Annual wages (including cleaning expenses) increased by 
approximately $88,000 between 1955 and 1958. 53/ O'Keefe's estimate of 
wages was based on a schedule of wage rates in effect as of September 1, 
1957 as adjusted to reflect an increase which became effective on January l, 
1958. 54/ There is no indication that any reduction in this expense may be 
expected in the near future. 


The Debtor recently obtained a substantial reduction in the assessed 
valuation of its properties. While it is conceivable there may be further 
reductions in assessments in light of the increasing age of the properties, 
this possibility must be weighed against the likelihood of a continuing 
upward trend in tax rates. 


With respect to the costs of repairs, tenant changes, and painting, 
the record indicates a yearly average expense of $103,000 for the period 
1955-1958. Although O'Keefe estimated these items at a total of $200,000 
per year, we do not consider his estimate to be unreasonable since such 
costs can be expected to increase as the buildings beq@me older. 55/ 


While a substantial increase in operating income can probably be 
realized from extensive alterations snd modernization of the buildings, 
O'Keefe estimated that it would require about five years after completion 


497 R. 5978, 6024. 














50/ As an example of the use to which the concourse and track areas could be 
put in such event, O'Keefe referred to the possibility of converting 
such space into automobile parking facilities. R.60464-6046 


S1/ R. 5848. 
52/ R. 5954. 


53/ Tr. Ex. 84a. 
54/ Tr. Ex. 75B, p. 63; R. 5845. 


55/ Tr. Ex. 84A. 
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of the program to achieve the full increase in operating income. O'Keefe 
estimated this increase at about $641,000 per year, based on capital ex- 
penditures of approximately $3,000,000. 56/ While the amount of the re- 
quired capital expenditures may be reasonably estimated, the extent of the 
projected increase in earnings therefrom is quite speculative. 


As stated previously, O'Keefe's estimate of operating income (before 
deduction of depreciation, interest, Federal income taxes, executive manage- 
ment expense, and certain other corporate expenses) amounts to $1,633,000 a 
year. It was further noted that if this figure were reduced by $146,000, 
on the basis of Spinrad's estimates of executive management expense and 
franchise tax and similar corporate expenses, the resultant operating in- 
come would amount to $1,487,000 a year. 57/ We are inclined to the view 
that Spinrad's estimate of executive management expense of $90,000 a year 
is higher than will be required and that the foreseeable operating income 
should, therefore, be increased. We have not, however, attempted to make 
any precise determination of the individual items of income and expense 
affecting the determination of operating income, Considering the earnings 
prospects as a whole, and taking into account both the favorable and un- 
tavorable conditions facing the Real Estate Company in its operation of 
the buildings and other real estate, it is our opinion that an operating 
income (after deduction of corporate management expense and miscellaneous 
corporate expenses, but before deduction of depreciation, interest, and 
Federal income taxes) of approximately $1,500,000 a year may appropriately 
be employed as a basis for considering the value of the properties to be 
owned by the Real Estate Company. 


O'Keefe valued these properties at an amount which may be rounded 
out herein at $17,000,000. While O'Keefe's valuation relates to the 
physical properties as such, we believe it may reasonably be accepted as 
the value of the Real Estate Company for purposes of testing the feasibility 
and fairness of the Trustee's amended plan. 58/ In this connection we note 
that, without distinction as between the Hudson Terminal buildings and the 
other real estate to be owned by the Real Egtate Company, a valuation of 
$17,000,000 is the equivalent of capitalizing $1,500,000 of operating 

















56/ Tr. Ex. 758, pp. 66, 93, 94; R. 5991, 6002. 








57/ In considering Spinrad's adjustments, we note that O'Keefe's estimates 
of operating expenses already provide for $36,000 a year for management 
fees and $50,000 a year for so-called miscellaneous expenses designed to 
allow for unforeseen costs. In addition, Spinrad made allowance of 
$48,000 a year for clerical and generai office salaries. 


58/ In concluding that this valuation may be accepted, we have assumed that 
such cash and other net current assets as may be retained by the Real 
Estate Company upon consummation of the amended plan, after payment of 
reorganization expenses, will be available for necessary working capital 
purposes and to defray the cost of some portion of the necessary re- 
habilitation of the property. 
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income at a rate of 8.82% (11.3 times). 59/ 


B. Earnings and Valuation ~- Railroad 


A description of the railroad operation has been presented previously 


in Part [I-A hereof. 


We have had occasion in the past to discuss the decline in the number 
of revenue passengers in the mass transportation industry since the close of 
World War II in the face of a steadily rising urban population.60/ These 
trends between 1945 and 1954, previously noted by us, have continued through 
1956. Consistent with the national downward trend in riding, coupled with 
the particular circumstances affecting it, the Debtor has experienced a 


marked decline in its passenger traffic in the past decade. 


Prior to World War II, the Debtor had been subject to the competition 
resulting from vehicular crossings made possible by construction of the 
} Holland Tunnel, the Lincoln Tunnel, and the George Washington Bridge across 
the Hudson River, The Holland Tunnel was opened in 1927 and the George 
| Washington Bridge in 1931; these together with the concurrent economic 
| depression, caused the Debtor's traffic volume to drop from 113,000,000 
revenue passengers in 1927 co 75,000,000 in 1933 The first tube of tha 
Lincoln Tunnel was opened in 193/ and the riding on the Debtor's railroad 


declined by another 10,000,000 revenue passengers by 1939. After a war- 
time spurt, the traffic resuwed its decline abetted by the opening of the 
second tube of the Li. .oln Tunnel in 1945, und the Port of New York 
Authority bus terminal in 1950. Total traffic fell from 72,000,000 revenue 
passengers in 1945 to about 37,000,000 in 1956. 61/ Traffic further declined 
in 1957 as the result of a month-long strike of the Debtoc's employees in 
that year. In May 1957 vehicular tunnel capacity was further increased by 
the opening of a third Lincoln Yunnel tube. Thus, while total trans- 
Mudson passenger traffic has reinained relatively stable, there has been @ 
continuing shift of passengers away from the Debtor's facilities in favor 
of automobile and bus transportation. For example, in 1930 the Debtor's 


railroad accounted for 39.707, of all the revenue passengers crossing the 
Hudson River, but for only 12.39% in 1956. 62/ 


While passenger traffic on the Debtor's lines dropped steadily, the 
successive fare increases which the Debtor received have moce (than out- 
weighed this continuous decline, with the result that operating revenues 


557 We note that the Debtor has substantial Federal income tax loss carry- 
overs which will be available for a period of five years. These carry- 
overs will serve to eliminate any Federal income tax liability for that 
period. Since we have viewed the reasonably foreseeable earnings of 
the Real Estate Company on a before-tax basis, as is generally the 
practice in valuation of real estate properties, we have given no 
separate consideration to this factor in the valuation. 


60/ In the Matter of Third Avenue Transit Corporation, 37 $.E£.C. 113, 130 
(1956). 


61/ Tr. Ex. 6, p. 98, Tr. Ex. 57. 


62/ These per cents have been computed from the Debtor's records and from. 
statistics compiled by the Port of New York Authority. 
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actually increased. At the same time, however, rising operating expenses 
nave tended to reduce the margin of operating income, leaving the Debtor 
with operating deficits in each year for the period 1949-1957, with the 
exception of 1950 and 1952. A summary of the results of operations and 
the operating ratios 63/ for the years 1947 through 1957 are set forth in 
the table below: 


Table X a/ 
(000's Omitted) 
Operating 
Operating Operating Income Operating 
Year Revenues Expenses or (Loss) — Ratio 
1947 $ 6,910 $ 6,285 $ 625 90.95% 
1948 6,938 6,608 330 95.24 
1949 6,469 6,473 (4) 100. 06 
1950 7,251 7,080 171 97.64 
1951 7,233 7,553 (320) 104,42 
1952 7,774 7,506 268 96.55 
1953 7,328 7,546 (218) 102.97 
1954 7,171 7,487 (316) 104.40 
1955 7,210 7,231 ( 21) 100.29 
1956 7,174 7,582 (408) 105.68 
1957 b/ nO 226 22333 (1,107) 117.78 
ll-year Average Operating Ratio (1947-1957) 101.28 
S-year Average Operating Ratic (1953-1957) 105.89 


a/ 1947-1954, Tr. Ex. 6, p. 89; 1955, Tr. Ex. 6, 83, 84A; 1956-1957, 
Tr. Ex. 29LL, 83, 84A. 


b/ Affected by strike in March and April. 


It may be noted that depreciation and retirements during the lil-year 
period covered by Table X averaged approximately $540,000 a year. Thus, even 
in the years when losses occurred, with the exception of 1957, operations 
did not result in a cash less. 


It may also be noted that 1952 was the last year in which operations 
resulted in a profit after deduction of depreciation, In that year, the 
Debtor received an increase in fares. The benefit of the fare increase, 
however, was quickly dissipated by the further loss of traffic in 1953. 
Although the Debtor received substantial tax relief for the years after 
1954 and the traffic decline leveled off, operations for those years, ex- 
cepting 1957, resulted in thin and erratic margins of operating profit, 
even before deducting depreciation. In 1957, the year in which the Debtor 
experienced a strike, there was a substantial operating loss before de- 
ducting depreciation. 


63] Operating ratio represents the percentage which operating expenses - 


including depreciation and taxes other than income taxes - are of 
gross operating revenues. 
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(1) Evidence and Testimony 
Spinrad estimated operating results for 195g and 1959, based upon an 
assumed further decline of traffic and a net increase in expenses as 


compared with 1956. 64/ His estimates as predicated on present operations 
of the Debtor are summarized in the table below: 65/ 


Table XI 


(000's Omitted) 








Actual Estimated 
1956 1958 1959 

Revenue passengers 37,025 30,392 30,275 
Operating revenues $7,174 $7,316 $7,286 
Operating expenses before depreciation 7,032 7,186 § _7,324 
Operating income or loss before 

depreciation 142 130 ( 38) 
Depreciation aan __  3e8 595 
Operating income or loss $( 408) $( 435) $( 633) 


( ) Denotes loss. 


The estimated number of revenue passengers for the years 1958 and 1959 
were determined by Spinrad on the basis of his consideration of the trend 
over prior years in the various classes of traffic carried by the Debtor. 
The estimates reflect overall decreases of 17.6% and 17.9%, respectively, 
from the 1956 figure. The revenues for 1958 and 1959 were estimated by 
applying the current fares to the estimated number of revenue passengers, 
The revenue estimates thus obtained exceed the operating revenues for 1956 
despite the estimated reduction in revenue passengers. 


The most significant item of the estimated increase in operating 
expenses arises from the substantial wage increases granted in 1957 and 
further cost-of-living wage increases given in 1958 and expected to be given 
in 1959. Effect was also given to a reduction in force resulting from the 
acquisition of the new joint service fleet. The estimated wages for 1958 


exceed the 1956 figure by some $193,00 , while the 1959 estimate exceeds 
the 1956 figure by some $343,000. 


The earnings projections for both years also reflect an estimated 
$81,000 of benefits from revisions being made in the arrangements with the 
Pennsylvania Railroad, as referred to in Part II-A hereof. 


64/ By reason of the strikes in 1957, the estimates for 1958 and 1959 were 
based on 1956 operations. 


5/ Tr. Ex. 83, 834A. 
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As stated, Spinrad's earnings estimates for 1958 and 1959 are based on 
the existing corporate structure and operations of the Debtor. He also pre- 
pared pro forma estimates of earnings for 1959 for the Railroad Company on the 
assumption that the reorganization proceeding would be consummated as 
of the beginning of that year. On this basis, he estimated that the expected 
operating loss for 1959 (before depreciation) of $38,000, as shown in Table 
X1, would be increased to $78,000, and that the operating loss (after de- 
preciation) of $633,000 would be increased to $683,000. The principal 
causes of the $50,000 increase in operating loss (after depreciation) arise 
from (a) the elimination of the railroad's share in the revenues of the con- 
course area, plus (b) the charging of rent to tlt Railroad Company for office 
space to be leased to it by the Real Estate Company, less (c) the elimination 
of the railroad's share in operating expenses of the concourse area and 
certain other expenses of the Debtor currently allocated to the railroad 


operation. 


Despite Spinrad's estimate of a pro forma operating loss (before depreci- 
ation) for 1959, the Trustee testified that in his opinion the Railroad 
Company could continue to operate for an indefinite period without a cash 
operating loss. 66/ 


The Trustce also testified that certain ferry services now in operation 
between the west shore of the Hudsm “iver in New Jersey and Manhattan, 
particularly the downtown terminal c.erries, might be discontinued. 67/ Upon 


petitions from the New York Central Railroad and the Erie Railroad, the 
Interstate Commerce Commission had authorized discontinuance of their ferry 
services in May 1957, but the abandonmenc was stayed by court order. An 
appeal was taken to the United States Supreme Court where the case is still 
pending. Meanwhile the Transportation Act of 1958 was enacted. 68/ Acting 





667 R. 7261, 7269. 


67/ Several of the railroads whose eastern .ail terminals are in New Jersey, 
at or near the Debtor's stations, provide ferry service for transporta- 
tion of their passengers to Manhattan. These railroads are Central 


Railroad Company of Jersey; Erie Railroad Company; Delaware, Lackawanna 
& Western Railroad Company; and West Shore Division of New York (Central 
Railroad. The Debtor connects with the Erie and Lackawanna terminals. 
The stations of the other railroads are situated some distance north and 
south of the Debtor's line. The annual numbers of passengers carried 
by these ferries are approximately 7,400,000 by Jersey Central; 600,000 
by Erie; 9,500,000 by Lackawanna; and 1,500,000 West Shore; or a total 
of about 19,000,000. R. 6790 


68/ Sec, 13a(1) of the Act permits an interstate carrier to file with the 
1.C.C, a 30-day notice of discontinuance of passenger service. The 
carrier is empowered to jiscontinue pursuant to this notice unless other- 
wise ordered by the Cowmission. Upon the filing of the notice the I.C.C. 
may, either upon complaint or its own initiative, make an investigation 
and upon ten days’ notice to the carrier prior to the planned discon- 
tinuance order a continuation of the service (not to exceed four months) 
pending a hearing and decision in the investigation. 


x 
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under the provisions of this Act, the New York Central Railroad and the Erie 
Railroad filed notices of discontinuance of their ferry services effective ip 
mid-September 1958, Thereafter the State of New Jersey succeeded in obtain 
a stay of the discontinuance in a proceeding challenging the constituCtionality 
of this Act. The court in Chat proceeding recently refused to grant relief t, 
the State. No order has as yet been entered and the State has indicated it 


will seek a further stay of the discontinuance of ferry services pending revig 


by the United States Supreme Court. 


No outside expert testimony was presented as to an estimate of the 
effect of the closing of the ferries on the Debtor's operations. However, 
the Trustee testified that to get the full benefit of such closing would en 
tail a substantial capital expenditure to connect with railroad terminals, 
particularly the Central Railroad of New Jersey, and he concluded that "I 
am not sure that it /the Debtor's railroad operation7 could be a profitable 
operation even if the ferries closed, but it might not necessarily be a 
losing operation,” 69/ 


Presumably because of the uncertainty of any earnings from the railroad 
operation, the Trustee did not present any valuation evidence based upon a 
capitalization of reasonably foreseeable earnings. We did, however, present 
an appraisal report and testimony prepared by the engineering firm of Pord, 
Bacon & Davis, which estimated the value of the Debtor's railroad on a 
liquidation basis. The firm estimated the liquidation value of the Debtor's 
tangible railroad properties as at February 28, 1954, to be $1,278,200, but 
that if the Debtor's rights to tunnel occupancy survived the discontinuance 
of its railroad operation, there would be an additional value of about 
$525,000 on the basis of existing contracts with telephone companies to carry 
their lines. 70/ The engineering firm's valuation of the tunnela on this 
basis was limited to consideration solely of their use under such existing 
contracts, The combined valuarion of the tangible railroad propeties and 
of the tunnels anounts to $1,503,200 7i/ 


The Trustee testified that if the railroad properties, without the 
buildings, were acquired by a public agency, the maximum amount chat the 
Debtor could realize would be between $35,000,000 and $40,000,000. He stated, 
however, that he was being somewhat optimistic in this regard. 72/ In this 
connection, it was pointed out in Part II-D hereof that the prospects of any 
acquisition by a public agency are at present quite uncertain and that no 
prediction can be made at this time as to what program, if any, would be 
undertaken by a public agency which would incorporate any of the railroad 
facilities of the Debtor. 





69/ R. 6805. 


70/ The firm arrived at this $525,000 valuation by capitalizing the net income 


from the leasing of the tunnel space of $73,400 at 14%. The net income 
was determined on the basis of rentals under an existing lease, less 
costs of maintenance of the tunnels. The lease expires October 1, 1965, 
and is renewable for a further period of ten years, at an increased 
rental. Tr. Ex. LOL, pp. Li-14. 


1/ Tr. Ex. 1OL; R. 6614. 


72/ R. 6809-10. 
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(2) Conclusions:as to Earnings and Valuation 


We have discussed at some length the very difficult earnings position 
of the Debtor's railroad operation, including the question as to whether 
or not it can be made to operate at a cash profit before deduction of de- 
preciation expenses. For the near term the Railroad Company appears capable 
of operating without incurring any substantial cash operating loss, al- 
though the prospect of avoiding cash operating losses for the long term is 
not very bright. After deduction of depreciation expenses, it is clear that 
the Railroad Company would operate at a substantial loss both in the aear 
future and the long term. For any enterprise to operate successfully, allow- 
ance must be made for depreciation on its fixed assets so that it will be in 
a position, as the equipment wears out or becores obsolescent, to replace it 
with new equipment. At this juncture, it appears that, in the absence of 
any form of subsidy, direct or indirect, by the States or the municipalities 
affected, 73/ the only factor that could serve to improve the earnings 
position is the possible discontinuance of ferry service with a consequent 
increase in revenue passengers using the railroad facilities. Ac the present 
time, there is no reasonable basis on which to make any assumption as to 
the likelihood of any subsidization of railroad operations, while as to the 
effect of discontinuance of ferry service, the Trustee was not too optimistic. 


Under the existing circumstances in which no evidence was protfered by 
the Trustee as to a valuation based un reasonably foreseeable earnings, and 
in which the railroad operation is not expected to produce any substantial 
amount, if any, of operating income before deduction of depreciation ex- 
pense, it appears appropriate to base a valuation on the liquidation vaiue 
of the railroad properties. The only evidence presented of such a value is 
that of Ford, Bacon & Davis, which placed a value for liquidation purposes 
of $1,278,200 on the tangible railroad properties and of $525,000 on the 
tunnels, or a combined value of $1,303,200 


Consideration must also be given to the fact that there will be made 
available to the Railroad Company, upon consummation of the amended plan, 
new joint service cars or cash to pay therefor, together with additional 
cash for working capital purposes. The new car expenditures, which were 
not taken into consideration by Ford, Bacon & Davis since their valuation 
was predicated on the facilities owned and operated as of February 28, 1958, 
are estimated at $1,700,000. The Debtor will provide $500,000 of cash for 
the working capital needs of the Railroad Company, plus such additional 
amount as may be needed to absorb cash operating losses for a period of two 
years from the date of consummation of the amended plan. While the $500,000 
appears to be a reasonable and necessary allowance, it does not appear that 
any further advance of funds will be required, since on the basis of the 
Debtor's current operating experience it is by no means clear that any sub- 
stantial cash operating losses will occur. 

13/ In early 1958 legislation exempting the Debtor's railroad operation from 
all taxes was enacted by che State of New York, contingent upon parallel 
legislation being enacted by the State of New Jersey. No action has been 
taken by the latter. At this time such taxes aggregate about $340,000 
per annum. Tr. Ex. 55. 
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We have given consideration to the foregoing items totalling approxi- 
mately $4,000,000 in arriving at our judgment as to the value of the assets 
to be acquired by the Railroad Company. We have also taken into account 
such adverse factors as would obtain in a liquidation. Thus, the value of 
the new cars costing approximately $1,700,000 would not be likely to be 
fully realized. 74/ In addition, the $525,000 value attributed by the 
engineering firm to the tunnels rested upon the uncertain assumption that 
the use of the tunnels would survive a termination of railroad operation, 
and would remain a source of income. Accordingly, it is our view that 
the value of the assets to be acquired by the Railroad Company should be 
valued for purposes of testing the feasibility and fairness of the amended 
plan at not in excess of $3,500,000. 


C. Conclusions as to Overall Valuation of the Debtor 


It is our view that in considering the feasibility and fairness of 
the Trustee's amended plan, we may accept an overall! value of $20,500,000 
for the Debtor, consisting of $17,000,000 for the assets to be retained by 
the Real Estate Company and $3,500,000 for the assets to be acquired by 
the Railroad Company. 


74/ R. 6619. 
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VI. FEASIBILITY OF THE AMENDED PLAN 


Before approving a plan of reorganization, the Court is required by the 
provisions of Chapter X of The Bankruptcy Act to find that it is "feasible." 
to be found feasible, the proposed plan should, among other things, result in 
g reorganized company which can reasonably be expected to meet the obligations 
jsposed by the proposed capitalization. In addition, it should be provided 
yith working capital sufficient to conduct its operations and be in a 
position to finance its future capital requirements on a sound basis. 


The amended plan provides for the payment in cash of certain claims at 
either their face amount or at a reduced percentage thereof. In addition, 
the Real Estate Company will assume the payment of Che costs and expenses 
of administration including reorganization expenses, and will provide the 
Railroad Company with cash to pay for the cost of the new cars purchased 
for use in the railroad operation and with sufficient working capital. 


The Trustee's estimates indicate that at December 31, 1958, there will 
be cash and cash items aggregating approximately $4,500,000 75/ available 
for capital expensitures by the Real Estate Company and the Railroad Company 
totaling $2,850,000 and working capital for both companies of $700,000. As- 
guming the Debtor reaslizes cash income of $),0460,000 for the first six months 
of 1959, similar to that realized in 1958, Chere will be an estimated 
$1,990,000 of cash available at June 30, 1959, an assumed consummation date, 
for meeting Che cash obligations under Che amended plan. These obligations, 
before consideration of reorganizacion expenses, will amount to about 
$370,000.76/ Im addition Co paying these obligations and reorganization 
expenses in such amount as the Court may allow, the cash Cogether with such 
@ount as may be borrowed through Prior Lien Obligations or otherwise will 
be available for necessary rehabilitation of the real estate properties 


The capitalization and surplus of the Real Estate Company on the basis 
of a pro forma balance sheet submitted by the Trustee as of June 30, 1957, 
which gives no effect to any future borrowings through the issuance of Prior 
Lien Obligations, and which reflects carrying values of $17,005,958 for the 
real estate properties and $3,200,000 for the stock of the Railroad Company, 
is as follows: 





15/ Tr. Ex. 89, adjusted to reflect a cash distribution on September 1, 1958, 
to senior bondholders of approximately $1,920,000. 


J6/ Tr. Ex. 76, 77, 97; R. 6961. This reflects the payment of interim claims 
pursuant Co Order No. 257 (see footnote 20 on page 15). An additional 


$830,000 of obligations incurred by the Trustee will be assumed by the 
Real Estate Company and paid in the ordinary course of business. 
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Table XII 
__Amount _-_ Per Cent _ 
Debt: 
New 20-year 6% Mtg Bonds $10, 038, 100 52.0 
Common Stock Equity: 
Class A common stock,590,476 shs, 
$10 par value 5,904,760 30.6 
Class B common stock, 58,849 shs, 
$10 par value 588 ,490 3.0 
Capital Surplus __ 2,778,101 14.4 
Total Common Stock Equity __ 9,271,351 48.0 
Total Capitalization and Surplus $19, 309,451 100.0 


On the basis of our valuation of $20,500,000 for the Debtor, the mort- 
gage debt of the Real Estate Corpany of $10,038,100 principal amount will 
represent 49.0% of such valuation. The debt, however, will be supported 
solely by the assets of the Real Estate Company other than the investment ip 
the stock of the Railroad Company. 77/ The debt will represent 59.1% of the 
$17,000,000 valuation which we have accepted for the assets of the Real Eg- 
tate Company. In the event the Real Estate Company exercises its borrow- 
ing authority to issue up to $2,500,000 principal amount of Prior Lien Ob1{- 
gations, the resultant $12,538,100 of cebt will represent 54.52 of the re- 
sultant aggregate value of che Debtor of $23,000,000 and 64. 3% of the re- 
sultant aggregate value of the Real Estate Company of $19,500,000.78/ 


We have considered the sinking fund r« quiremeutu on the new 20-year 
bonds which will be operative during che third through che nin teenth years 
in the light of our view as to the reasonably prospective operating income of 
the Real Estate Company The tixed cequirement beginning in the third year 
of $900,000 a year for both interest and sinking fund requirements will be 


adequate to retire by maturity nearly the entire issue of the $10,036,100 


principal amount of new bonds. tn addition, the niingenc sinking fund 
requirement based on 25% of the excess of gross income above $1,200,000 a 
year will, if operative, accelerate the retirement of debt. Of purue, if 
Prior Lien Obligations are issued, the application ot sinking fund moneys 
to meet the requirements of those obligations will defer the retirement of 
the new bonds. On the other hand, it must be recognized that both the earn- 


ings and value of the properties will be enhanced by reason of the investment 
of the funds obtained from the issvance of che Prior Lien Obligations. 


77/ ks pointed out in Part IV-C hereof, upon the sale of the Railroad Com- 
pany's property, the Real Estate Company may retain a portion of the 
proceeds for debt retirement. 


78/ It is assumed that the funds provided from the issuance of Prior Lien 
Obligations would be invested in improvements to the buildings and will 
result in equivalent added value. 
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we have considered the sinking fund requirements on the new 20-year 
ponds which will be operative during the third through the nineteenth years 
in the light of our view as to the reasonably prospective operating income of 
the Real Estate Company. The fixed requirement beginning in the third year 
of $900,000 a year for both interest and sinking fund requirements will be 
adequate to retire by maturity nearly the entire issue of the $10,038,100 
principal amount of new bonds. In addition, the contingent sinking fund 
requirement based on 25% of the excess of gross income above $1,200,000 a 
year will, if operative, accelerate the retirement of debt. of course, if 
prior Lien Obligations are issued, the application of sinking fund moneys 
to meet Che requirements of Chose obligations will defer the retirement of 
the new bonds. On the other hand, it must be recognized that both the earn- 
ings and value of the properties will be enhanced by reason of the investment 
of the funds obtained from the issuance of the Prior Lien Obligations. 


we now consider the provision in the amended plan establishing two 
classes of common stock and fixing their relative rights. Such provisions 
in a plan of reorganization introduce complexities into the capital structure 
of the reorganized company and thus create a serious question as to feasibility. 
Under the amended plan, the two classes of common stock will be alike in all 
respects other than in the election of directors and in the distribution of 
the proceeds of any sale of the railroad properties in excess of $17,000,000. 
these differences will obtain for a limited period of years. 


The unique circumstances necessitating a temporary division of the 
common stock into two classes arise from the possibiliiy that a public agency 
gay at some near future Cime seek Co purchase the Debtor's railroad prop- 
erties. In order not to delay indefinitely the reorganization of the Debtor 
pending such a development, the amended plan provides the machinery, in the 
form of two classes of common stock, Co permit distribution of the proceeds 
to senior bondholders and junior bondholders on a basis which recognizes the 
right of the junior bondholders to participate in the assets of the reorganized 
Debtor after satisfaction of the claims of the senior bondholders The dis- 
similarity of treatment provided for in the two classes of common stock will 
progressively diminish. By June 30, 1965, the difference in voting rights 
will be cerminated, and by March 1, 1970, the difference in the rights re- 
lating to a sale of the railroad properties will be extinguished. In these 
circumstances, we believe that the issuance of two classes of common stock 
is not inappropriate. 


We have previously noted that it is unlikely that the Railroad Company 
operations over the near term will result in any substantial cash operating 
loss. It would Chus appear that the acquisition by the Railroad Company of 
cash working capital of $500,000, as well as an amount necessary to pay the 
costs of the balance of the new fleet of joint service cars in addition to 
the physical railroad properties and all related current assets, will place 
it in a position to meet all its reasonable obligations. 
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VII. FAIRNESS OF THE AMENDED PLAN 
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in exter for a plan of reorganization to receive the approval of the 
Court, Chapter X of the Bankruptcy requires that it be ind to be “fair 


sant tah " Th 4 ‘yt a*PE 2e 

and equitable". This requirement has been held to mean that creditors and 

tanlhala . ey tnd ; . oe 

stockholders may participate in a plan ly in accordance with their estab 
a . i i, at ave 


lished legal priorities. Thus, unless creditor grouns first receive ful 


LV aUL 





- 




















f 
—— Tt fr h ; : 
compensation for their claims, holders of equity securities ma t partic! 
: : ys IPitl ly Da ru l- 
pate. in appropriate cin stances, economical administration of the pro i 
7 - wi oh hot he co ; ; ‘be 
eed ing Lgnt pol t to the « mpromi st of < flicti lai : + nr rity 
¢ ace ¢ , fin -« > P ; a. i 
or as to specific assets. Al rnc foes not preclude settl ‘ E 
contentions; on the contrary "settlement f suche Plic t cl to the 
res in the posses: : of ¢t rt is normal part of th ro - ve 
organization." 79/ As will be noted below, th ; , “Ba 
n below, the : r fects com- 
promises in several enti ‘ t h t t 
sp : A4a4 I } . ‘ 3 4 ‘ i ‘ been 
ade Dy any representat | I itor interests. ; 
In this proceeding the major credito 
: is | gt r creditor er s are the First rt e 
4 . . e 5 s 
Bondholders, the Refunding DSondholders, and the Adjustment Ir Bond) ld 
4 ’ , mae 1 I 
he shall discus firet + t t + f ¢ » coma 
shall dis ss fir the rea time hese 1 Ss and tlhe ther cred 
a ue 
itors nd then the treat the nrefert y 
! ° 
He laer 
: 
At the incepti f the pr u the wa tst the is 
of the public $9)2,00 r la 1 rst t aie 
San pene Ise 5 irs I ° «ended 
4 provi tna t ] e t te th ¢ 
Refunding Bondholder t 3320, 280 of 2 
: idhnolders. T » a he r ’ b nds 
1 , 2} * at : . 4 a 
and 18,840 shar f Cl A corcron stock to be di t n the t 
id » A i ‘ Asis 
of 9340 1 New 4 a < I ‘ t ] 
i ia “a i I 
nei ne ir 7 amon? oe . poe 
princi 1 amoun i I it t , 
pri na, in é L Pia i tribduti s of 
$125 heretofore made. 
\ hawe «ot t ~+) , 
We have sé orth in Part II-B hereof, in « ecti with t 
tion of the 1913 Rea stmer the circunst t 
: oa . 7 i 4 « ’ 
bulk of the First t c hen 
_of rs r the tstanding wa xg ed 
ing Bonds and Adjustment Inc is, and later pled llat f 
ne : a 1 ia I i ral tor 
those issue f bonds. During the course of the instant proceed re 
a : f i roc eeding re- 
sentatives of irst Mortgage HBondholder ir pre mn varj F "the 
the Mrat Mortcace = Deed « in Mahia : e 
the First rtgage Bonds had a priority over the Refundi nds and, fur 
ther, that they should be paid in cash in full pri t Leation f 
é a ‘ meee - 4 he . I ‘ t ; r r tior 0 
a plan Refundine Bondholaer . ad oe , 
p « Refunding Sondholaer representatives objected and urged that the 


oO} — 
$92,000 publicly-hel¢d First Mortgage Bonds and the 


Mortrag Rond 7 900 , 201; , 00 f First? 
Mortgage Sonds pledred as collateral for the Refunding Bonds and the Adjust 
ment income Bonds be treated on a parity. The public]; % en 














7 
7eles Lumber Prod 


See 





Ltd., 308 U.S. 106, 130 (1939). 





Bond: 
bash 


pert 


be 4 
In ¢ 


res¢ 
Bone 


rest 
eral 
han 
tre 
Ref 
and 


int 








———————————— 


PORT OF NEW YORK AUTHORITY 1905 


Bonds would thus receive only a 1.)% share in the mortgaged assets; on this 
20,500,000 for the mortgaged assets, they would 





basis, if we use a value 
rerticipate to the extent of 2 

The Court, determined that the issues thus reised should most appropriately 
be determined in the context of hearirgs on a plan and deferred consideration. 
In connection with the two cash distributions, the question of priority was 
reserved; distribution was mace to First ‘ortyage Bondholders and Refunding 
Bondholders “i passu. 


pei > pes 


In light of the adverse contentions presented, among other things, with 


14 i+ fr +) 


respect to the val ity « he pledyre f the First Mortgage Sonds as collat- 
eral and of the relatively small amount of these bonds outstanding in the 
hands of the public, we feel that it is approrvriate to propose a compromise 


Mortcage Bondholders. Further, parity treatment with 


treatment for First 
Refunding Bondholders represents a reasonable settlement of the issues raised 
and is fair. 


B, Treatment of Senior anc Junior Bondholders 


————— 





Senior bondholders, holding 392,000 original principal amount of First 
Yortrage Bonds and $28 ,583,1,05 original principal amount of Refunding Bonds, 
? 


receive as a class ¥10,030,10 f New Bonds and 590,476 shares of Class A 
common stock to be distribut the basis f oh of Bonds and 20 shares 
of Class A stock for each $1,000 original principal amount of bond, in addi- 


tion to arercezatec casn distridutianis f 3125 heretolrore made. 


The junior bondholders’ claim, consisting of $16,814,000 principal 
mount of Adjustment Income Bonds and some $15,000,000 of accumular,:d 
interest thereon, will receive 58,849 shares of Class B coamon stock on 


the basis of 3. shares of stock for each 1,000 principal amount of bond. 
The Class B stock participates on a share-for-share basis with the Class A 
stock in the assets and earni: f the Real “state Company except, as vre- 
viously noted in the event of the sale of the Railroa mpany or its asset: 
for a price in excess f ¥17,0 W) O00. Thus, the scnior b ndholders will re- 
ceive all of the New Bonds and approximately 91% of the new common stock, 
while the junior bondholders will receive about 9f of the new common stock 
plus an amount up to 90% of the excess of a sale price of the railroad above 


$17,000,000. 


This reorganization has presented the problem of how to proceed when there 
exist certain real estate assets capable of present valuation but of a value 
far below the claim of senior bondholders and certain railroad assets the 
value of which may be radically affected by a possible sale to a public agency 
at some indeterminate future date. The railroad assets may, on the one hand, 
never achieve a value greater than their minimal liquidation value; they may, 
on the other hand, realize sufficient proceeds of sale to satisfy the remain- 
ing claims of the senior bondholders and leave an amount distributable on 
«count of the claims of junior bondholders. These factors pose the alterna- 
tives (1) to attempt to promulgate a plan distributing securities which will 
equitably provide for the interests of the respective classes of creditors, 
or (2) to postpone promulgation of a plan until such time as the possibility 
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of a sale of the railroad assets has been resolved. In our view the purpose 
of a proceeding such as this is to reorganize the Debtor as expeditiously ag 
possible and to return its operation to its beneficial owners. Thus, we 
believe that the promulgation of a plan rather than indefinite postponement 
is the appropriate course of action. 


The claim of senior bondholders amounted to approximately $29,570,000 
at August 11, 195). 80/ Clearly, on the basis of the indicated valuation of 
the assets of the Debtor, the distribution to senior bondholders of all the 
New Bonds and 91% of the new common stock does not fully satisfy their claim, 
The distribution to juior bondholders of about 9% of the new common stock 
in the face of this deficiency is justified by the Trustee on the ground 
that there are available for distribution to unsecured claimants 81/ some 
$1,500,000 of assets allegedly free of the lien of the mortgages ("free 
assets"). 82/ In addition, through the medium of the Class B shares, the 
junior bondholders may enjoy the substantial benefits of a sale of the 
railroad properties should the proceeds exceed $17,000,000. 


The extent of the free assets is not free of doubt. For the most part, 
these assets consist of cash, accounts receivable, the balance in the In- 
surance Fund, 83/ and deposits for payment of bond interest, all at the 
date of the filing of the petition, less prior liabilities at that tim. 

It has been urged, for example, with some justification, that since the 
accounts receivable reflect in great measure sums due on leases they are 
subject to the mortgage. Moreover, it is questionable whether the free 
assets may be permitted to remain substantially intact without charging them 
with a portion if not all of the expenses of administration of the estate. 


The amended plan accords the junior bondholders a participation of 
9.06% in the common stock equity of the Real Estate Company. On the basis 
of the overall valuation of $20,500,000 which we have accepted for the Real 
Estate Company, including its investment in the Railroad Company, the aggre- 
gate equity after deduction of the $10,038,100 principal amount of New 
Bonds would represent a valuation of approximately $10,1;62,000. The 9.06% 
participation thus represents approximately $947,800. 





Tr. Ex. 393. 


ee 


For this purpose, senior bondholders to the extent of their deficiency 
and junior bondholders to the full extent of their claims are unsecured 
claimants. 


Tr. Ex. 35; 102. 


e& 


This fund was established in prior years to cover major unforeseeable 
accidents. 
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On the basis of an assumed existence of some $1,500,000 of free assets 
as at August ll, 195), the junior bondholders would be entitled to a distri- 
bution of an estimated $1,090,000, an amount equal to about 10.l)% of the 
aggregate equity value of the Real Estate Company of $10,162,000. We have 
noted, however, that there is question as to the availability of any free 
assets to ply to the deficiency of the junior bondholders and other general 
claimants. In the circumstances of this proceeding, we cannot state that as 
acompromise the amended plan which accords as much as a 9.06% participation 
in the equity to the junior bondholders is unfair to the senior bondholders. 


We turn now to consideration of the fairness of the provisions of the 
Class A and Class B common stocks. As noted, except in respect of the 
distribution of the proceeds of any sale of the properties of the Railroad 
Comany for a price in excess of $17,000,000, and in respect of the election 
of directors, the two classes of stock are alike in all respects. In the 
event of a sale price in excess of $17,000,000, if the sale occurs within 

roximately four years from the date of consummation, the Class A stock- 
holders will be entitled as a class to receive 10% of the excess above 
$17,000,000, while the Class 3 stockholders will be entitled as a class to 
receive 90% of the excess. For the next 6-2/3 years, the percentage of any 
excess distribution to the Class A stockholders will be increased and that 
of the Class B stockholders redired by 1% per month to and including the 
nonth of the sale. Thereafter, the two clusses oi stock will share in all 
proceeds of a sale on a share-for~share basis without distinction as to class. 


At the outset, it must be recognized that the provisions of the two 
classes of stock represent an aspect of the compromise betwen the competing 
claims of the senior and the junior bondholders. There is serious question 
as to whether or not the distribution of the New Bonds and about 91% of the 
common stock equity represented by Class A stock plus an interest to the extent 
of about 91% of the initial $17,000,000 of the sale price received for the rail- 
road properties would fully satisfy the senior bondholders for their claim to 
principal and interest. 8h / On the other hand, there are the provisions 
progressively increasing the participation of the Class A stockholders in 
any distribution of sale proceeds of the railroad. A period of approximately 
eleven years should provide a sufficient period of time in which to resolve 
the possibility of a sale of the railroad properties for a substantial sum. 

It must be borne in mind that promulgation of the amended plan at this time 
accords the senior bondholders substantially all the securities of the Real 
Estate Company and grants them ss Class A stockholders control of the manage- 
ment of the enterprise. In all the circumstances, we believe that as a com 
promise the provisions respecting the distribution of the proceeds of a sale 
of the railroad properties are not unfair to both the senior and the junior 
bondholders. 





8 / As shown in Table IV, Basis B -- the basis we belicve to be appropriate 
-- the claim of senior bondholders will aggregate approximately 
$33,070,000 at June 30, 1959. 


Lo 
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It has been proposed by representatives of junior bondholders that, in 
measuring the progressive 1% diminution in interest of the Class B stock, the 
date of sale of the railroad properties be fixed as of the date when the con- 
tract to sell is executed, rather than when the sale is actually consummated, 
thus increasing somewhat the relative share of Class B stockholders in the pro. 
ceeds of sale. In light of our view that the amended plan as a compromise 
resolves a close question of fairness to senior bondholders, we do not believe 
that this proposal which could further diminish the participation of the senior 
bondholders is appropriate. 


so 


The correlative provisions in the Class A stock and Class B stock 
respecting the election of directors appear to us adequately to safeguard the 
rights of each class in the event of a possible sale of the railroad properties, 
Until June 30, 1965, the stockholders will vote for directors by classes with 
the Class A stockholders controlling a majority of the Boards of Directors of 
each of the companies; at that date class distinctions as to voting 
for directors will terminate. 85/ During that initial period terminating June ! 
30, 1965, the Court will have reserved jurisdiction to approve a sale of the 
railroad and to appoint the president of the Railroad Company failing agreement 
between the respective class directors. 


The amended plan provides that th2 initial Boards of Directors are to be 
appointed by the court after consideration of nominations by senior and junior 
bondholders but the Court is noc required to accept aay of the nominees. It 
has been proposed by representatives of senior bondholders that these initial 
Boards be selected by the Court only from among such nominees In view of the 
fact that the initial directors are to be designated as representing either 
Class A or Class B stock, we believe it appropriate that this proposal be a 
adopted. Accordingly, the proposed amendment should be incorporated in the 
amended plan. 


C. Treatment of Other Creditors 


saoeweceawerern es ow ue 


As set forth in Part IV~A(4) hereof, the amended plan provides for the 
payment of cash to other creditor groups. Certain of these will be paid in full 
without interest while others will be paid percencages of their claims. Apart 
from interim claims discussed below, it is estimated that che aggregate of pay- 
ments to other creditors will approximate $370,000. 


As noted previously, the interim claims arose during the period between 
the filing of the involuntary petition and the appoincment of the Receiver, and 
aggregated approximately $61,000. Pursuant to Order No. 257, these claims have 
since been reduced, so that a relatively insubstantial amount now remains out- 
standing. During the course of the proceeding, this Commission noted its views 
that claims arising prior to the appointment of a receiver are required by Sectia 
201 of Chapter X to be treated as claims against the Debtor and may not by virtue 
of an order of the Court achieve administration status.86/ However, in light 
of the very small amount of remaining claims in this category, we do not believe 
that any substantial fairness question exists. 





85/ at that time Class A stockholders will be entitled to 34% of the proceeds of 
liquidation of the railroad properties in excess of $17,000,000. 


86/ Although an appeal was taken from the order authorizing the Debtor to operate 
the business during the period of the pendency of the involuntary petition, 
it was never prosecuted. 


i 
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we do not consider the treatment proposed by the amended plan for these 


: other creditors as a whole to be unfair. 

: Dp. Treatment of Preferred and Common Stockholders 

’ 

ro The amended plan provides no participation for preferred and common 
stockholders on the ground that the Debtor is insolvent. As may be noted 

| from Table IV above, aggregate claims exceeding $65,000,000 would be required 

lor to be satisfied in full before any participation could be accorded holders of 
preferred and common stock. Clearly there is no basis on present valuation 
for any participation by these security holders. It has been urged, however, 

2 that some recognition be given to the possibility that a gale of the railroad 

Les, properties will realize net proceeds sufficiently great to satisfy all 
creditors’ claims and leave a balance distributable on account of stockholder 

f interests. In light of the valuation of approximately $17,000,000 for the 
real estate properties, this would require net proceeds from liquidation of 

e ! the railroad properties in excess of $48,000,000. We have noted previously 
that, on the most optimistic basis, the Trustee could not anticipate such a 

nt price. In our view, such a possibility is so remote as to be of no cognizable 


value. Moreover, to distribute securities in the nature of warrants or con- 

tingent interest certificates to stockholders in these circumstances would 

in our view create a highly deceptive and speculative security which would 
BE be injurious to the public interest and the interest of investors and would 
render the amended plan unfeasible. 


~~ 


By the Commission ( Chairman Gadsby aud Commissioners Orrick, Wastings 
and Sargent) Commissioner Pattersonbeing absent and not participeting. 


Orval L. DuBois 
ull Secretary 
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HUDSON & MANHATTAN RAILROAD COMPANY 
Condensed Balance Sheet 


August 31, 1958 a/ 


ASSETS AND OTHER DEBITS 


Current Assets: 
Cash and Gov't securities 
Deposits with paying 
agents for security holders 
Receivables 
Materials and supplies 
Other 
Insurance fund 
Special deposits required 
by regulatory bodies 
Investments in affiliates 
Other investments 
Fixed assets: 
Property, equipment and 
franchises 
Less: Reserve for depre- 
ciation and retirements 
Deferred assets and unadjusted 
debits 


Total 


$ 4,122,513 


1, 267,69 
369,78h 
763,722 


___30, 847 


70,250 
88,186 _ 
127,614,722 


22,305,017 


LIABILITIES AND OTHER CREDITS 


Assumed or 
Incurred by 
The Trustee 
Current Liabilities 
(exclusive of funded 
debt and interest 





thereon): 
Accounts and wages pay- 
able $1,017, 98 
Accrued taxes 346 , 881 
Other 76,032 
1,0, 897 
Punded debt 
Interest on funded debt 
Deferred liabilities and 
unadjusted credits 152,175 
Reserve for insurance 
Reserve for injuries and 
damages 150,046 
Capital Stock: 
Common 
Preferred 
Earned Surplus (deficit) ome 
Total $1,743,126 


( ) denotes red figures 
a/ Based upon Tr. Ex. 29TT. 
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Not So Assumd 


$ 279,053 
18,32 

3,345 

350,835 

Ll; 567,977 
20 , 373,413 


133,761 
929 ,95u 


5u,155 


39,999,950 
5, 250,00 


( 34,8 180) 


$ 111,311, 865 
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Page 1 


$ 6,544,335 
587,955 


98,510 


158 4.36 


105, 309, 705 


___ 356, 42 
: 113,051,983 





$ 1,297,0k2 
365,313 

___ 129,377 
1,791,732 

Lis 567,977 
20, 373,413 


265 9? %6 
929 , 95k 


20h, 201 


39 5999 ,950 
5,250,000 


(348,180) 
$ 113,051,983 


: 


1. 


2. 


3. 





1. 


2. 


3. 
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APPENDIX A 
Page 2 
HUDSON & MANHATTAN RAILROAD COMPANY 


Notes To Condensed Balance Sheet 


August 31, 1958 


Property, equipment and franchises include approximately $39,600,000 
for franchises and $9,300,000 principally for interest charges dur-~ 
ing construction. No provision has been made for depreciation or 
amortization of these items. 


During the proceeding 20 new railroad cars were purchased for approximately 
$1,750,000. At August 31, 1956, four of these cars, at a cost of 

about $357,000, had been delivered and are reflected in the Debtor's 

Balance Sheet accounts. 


The amounts shown for insurance fund and reserve for insurance com- 
prise balances remaining from funds and reserves established in 
prior years to cover major wiforeseeable accidents. 


The funded debt and accrued interest thereon are stated on the 

basis of the Debtor's present, accounting, i.e., (1) cash distribu- 
tions on senior bonds have been treated as reductions of principal, 
and (2) accrued interest has Leen computed at coupon rates. The 
Court has reserved jurisdiction to allocate the payments to interest. 


No provision has been made for any additional allowances which may 


be fixed by the Court to cover services rendered in the reorgan- 
ization proceedings. 


bb 
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AFTERNOON SESSION 


Mr. Roptno. The committee will come to order. 
Mr. Tobin, executive director, and Mr. Goldberg, Mr. Doyle, ang 
Mr. Goldstein, general counsel, will come to the witness table. 


TESTIMONY OF AUSTIN J. TOBIN, J. J. DOYLE, SIDNEY GOLDSTEIN, | 
AND DANIEL B. GOLDBERG—Resumed 


Mr. Ropino. Before proceeding, the Chair has received a letter from 
the J. S. Frelinghuysen Corp. dated December 2, which I will ask 
counsel to read. 

Mr. Sincman. Mr. Chairman, this is a letter from the J.S 5. Freling- 
huysent © orp., signed by Joseph S. Frelinghuysen, Jr., dated Decesiial 

1960. This is addressed to Hon. Emanuel Celler, chairman, Sub. 
ae No. 5. 


Sir: During my testimony yesterday I undertook to supply to the subecom. 
mittee by letter, for purposes of addition to the record, various information 
concerning the insurance coverage on the Columbia Street pier property of the 
Port of New York Authority which was placed by this office in 1949, the com 
missions on which were received by the Knickerbocker Associates, Inc 

The insurance referred to was written in December 1{40, for a 5-year term and 
was canceled in October 1953, when the coverage was transferred to the Factory 
Insurance Association. The net commissions received by Knickerbocker Asso- 
ciates, Inc., with deduction of return commissions, came to $8,063.79 

The policies were written at a 15-percent commission rate 

At page 969 of the record Congressman Holtzman asked for the name of the 
company or companies with which the Knickerbocker policies were placed. We 
are enclosing herewith a photostatic copy of letter dated December 28, 1949, 
from J. S. Frelinghuysen Corp. to Knickerbocker Associates, Inc., with which 
is enclosed a list of the policies issued or bound, the names of the companies, 
and total amount of each policy 

Your staff has requested delivery of this letter by noon today In response 
to the question asked by Congressman Holtzman at page {71 of the transcript, 
the hasty review of our records which it has been possible to make this morning 
does not disclose any override on these policies 

At page 996 of the transcript your chief counsel inquired whether this office 
acted as broker on the Columbia Street pier coverage at any time during the 
period 1945 to 1949. Our records show that various policies covering this prop 
erty were turned over to us in 1!46, which was during their term. We placed 
new binders and policies effective May 1, 1949, but these were, of course, can 
celed when the new policies were placed in December 1949, pursuant to the 
arrangement with Knickerbocker Associates, In¢ 

I believe that the foregoing supplies all of the information which is desired. 

Yours respectfully, 


JoserpH S . FRELINGHUYSEN, 


Attached thereto, Mr. Chairman, is a copy of a letter dated Decem- 
ber 28, 1949, addressed by the J. S. Frelinghuysen Corp. to Knicker- 
bocker Associates, Inc., 70 Pine Street. New York. N.Y. 


GENTLEMEN: In accordance with instructions received from the Port of New 
York Authority we are enclosing herewith a list of the fire and extended cover 
age insurance, including pier and wharf endorsement, on the Columbia Street 
pier. 

Mr. Austin J. Cate of this office will be available to discuss any details of this 
insurance which you may desire. The placement of the insurance will be hat 
died in accordance with Mr. Tobin's letter of December 20, 1949, to the Honor 
able Mallory Stephens, copy of which was forwarded to this office. As met 
tioned therein, policies now on binder will shortly be delivered to you 

Extending season's greetings, 

Very sincerely yours, 
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Attached to that letter as an appendix, Mr. Chairman, is a list of 
insurance policies listing the companies, the policy numbers, the term, 
the expiration date, and the amounts, all totaling about $2 million, in 
total. 

Mr. Roptno. The letter, together with the attachments, will be ac- 
cepted for the record. 

(The documents referred to appear at pp. 1932-1935.) 

Mr. Topix. Mr. Singman, Netowe you start, Mr. Goldstein thought— 
told me at lunch that he thought you put into the record, which I had 
not heard, an old copy of the Reporter with an article in it critical of 
the port authority. 

Mr. StncMan. Yes, sir. 

Mr. Tostn. Therefore, Mr. Chairman, I didn’t catch that, or hear 
it in the testimony this morning. We sent a very detailed reply to 
that article to the Reporter. May I have the privilege of inserting 
that reply at that point in the record, please ? 

Mr. Roptno. You may. 

(The document referred to appears at p. 1721.) 

Mr. Tosin. Thank you, sir. 

Mr. Sinoman. If the chairman agrees, we will place that in juxtapo- 
sition to the article, Mr. Tobin, so the answer will appear right with 
it in the record. 

Mr. Gotpstern. There may be other documents which you as well 
have presented. May we reply tothat ? 

Mr. Roprno. You may supply those documents as well. 

Mr. Stroman. Mr. Tobin, just a few more questions on the com- 
muter rail program, to get the picture clear. 

Why was the plan which you outlined before the Jersey senate 
committee not feasible or possible many years ago / 

Mr. Torin. I suppose—well, I think I covered that this morning. 

I think, Mr. Singman, that such a plan—it was legally feasible, 
or possible, many years ago. The plain fact is that until the series 
of conferences that I testified began in Commissioner Dwight Pal- 
mer’s office in February of this year, until that, nobody had thought 
of such a plan. 

But I also suggested this morning that even had they thought of 
such a plan, I had question, serious question in my mind—this is re- 
constructed thinking, because the plain fact is that no such plan had 
ever been thought of until it started to emerge in those conversations. 

My judgment would be that if such a plan had even been thought 
of some time ago, or, say, as I suggested this morning, even in the 
early part of 1959, in connection with the New York State railroad 
equipment program, that I doubt that it would have been, as a practi- 
cal matter, politically feasible at that time. 

It was in connection with that that the chairman and I made 
references to the Malburn Street accident in Brooklyn this morning. 

Mr. Sincman. Well, now, in a letter to the chairman of the New 
Jersey General Assembly committee on federal and interstate re- 
lations, and the chairman of the committee on highways, trans- 
portation and public utilities, dated November 24, 1958, the port au 
thority—and it was signed by the commissioners—the port authority 
stated, and I would like to read a paragraph to you, Mr. Tobin— and 
let me give you the question first, so that you will be thinking of it 
while I am reading the paragraph. 

I would like you to explain how—whether this paragraph reflects 
present port authority policy, and, if so, whether that policy, 
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would interfere with effective operation of the Hudson & Manhattap 
Railroad, or any other segment of the railroad commuter problem, 


The port authority concept is completely incompatible with a power fn th 
authority to spend tax moneys for the raising of which it would have no figeg) 
or political responsibility. In the case of tax-supported public facilities, the 
determination of the many considerations which are involved in their operatiog 
properly lie with the taxpayers who pay for that operation. The port authority 
mechanism, while dependent on legislative authorization and gubernatorial gop. 
trol, must weigh operating decisions against their legal, financial, and economy | 
implications to the authority. That mechanism, therefore, cannot at the game 
time fit both a subsidized railroad operation and the operations of self-supporting 
port facilities. The authority could not possibly observe two standards of map. 
agement with respect to its operations. The nonbusiness considerations which 
are completely correct for setting policy for a tax-subsidized railroad operation 
could in no event be kept out of the agency's other operations, which would be 
managed by the same commissioners and the same administrative staff. Thug 





the ultimate result of subsidy would be to destroy not only the self-supporting 


financial management of the authority but also its managerial efficiency. 


(The complete document appears at p. 1936.) 

Mr. Tosrn. I would have the same opinion today as the commis. 
sioners had then. 

I think they would. 

Of course, in the question of the Hudson & Manhattan, that we | 
were discussing this morning, we are not discussing subsidy at all. 

Mr. Sinoman. No; except potentially, perhaps. | 

Mr. Topix. No, not even potentially. The provisions of any bond 
resolution that we were discussing this morning, in any possible— 





under any possible statute authorizing the port authority to undertake | 
the acquisition and operation and improvement of the Hudson & Man. | 


hattan, would not in any slightest degree involve subsidy. 


They involve only certain assurances to bondholders that we think | 


would be essential to the marketability of those bonds. 


But what we are expressing there is that the whole purpem and | 


the whole theory of authority operation is the theory of applying the 
best there is in good American corporate management to the opera- 
tion of public affairs, and to the extent that you subsidize those opera- 
tions, to the extent they are tax supported and do not have to face 
bankruptcy, as the port authority faced bankruptcy back in 1928 and 
1929, we think that to that extent you take it out of the realm of the 
corporate approach to these public problems that is attempted in the 
authority concept. 

And to that extent, you weaken management. 

You have got two crutches outstretched to management all the time. 

And so that generally, with the idea that the board was expressing 
there, and I think would express today, is that a good authority 
management, by its very necessity of remaining upon its own resources 
and its own abilities and its own strength, is a stronger, more efficient, 
and more businesslike type of management than any tax-supported, 
subsidy-supported management can be. 

Now, that is not to say that there are not some fine and able oper 
tions of tax supported and subsidized public operations. 

There are. 

But I say it is much harder to preserve corporate efficiency when you 
introduce this softening element of not having to worry about how you 
are going to pay your bills. 

Mr. Stroman. Let me ask you this. 

Mr. Tosin. The two things—the paragraph suggests that the two 
things that really—really do not mix. 
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Mr. SincMAN. Let me ask you this, Mr. Tobin: 

In the June 1960 issue of Harper’s magazine, there is an article 
which I am sure you have read, written by Edward Chase, entitled, 
“How To Rescue New York From Its Port Authority,” and in that 
article the following statement appears: 


Interestingly, Tobin- 


[take it this means you, sir-—— 

Mr. Tosrn. I would think it probably does. 

Mr. SINGMAN (reading) : 

Interestingly, Tobin seemed to be shifting his position on this matter when I 
recently saw him. The PA, he hinted, might be willing to run the railways so 
jong as the States would underwrite deficits and guarantee the bonds that must 
be issued to resuscitate the railroads financially. This was a surprise after long 
years of very different PA propaganda. But he persisted, saying, “We do a 
better job than most people in the railroad business.” 

(The document referred to appears at p. 1941.) 

Now, to what sort of a plan were you referring, if this is an accurate 
araphrase of your statement / 

Mr. Tosin. Well, I think there was very little in Mr. Chase’s article 
that I would consider accurate. But—and I do not think that I was 
referring to any change in port authority policy. 

He asked me, as I recall it, after I had reviewed with him what we 
have reviewed at great length through the last 2 days here, as to the 
whole concept of port authority self-supporting facilities, and had 
discussed that with particular pertinency to the commuter railroad 
problem, as we have discussed it here this morning. 

He said: “Well, how could it be done, then,” and I gave him the 
quick and simple answer that the two States had the right, if they 
wished, to command the port authority to do it, so long as they guar- 
anteed some special issues of obligations to do it, or subsidized the 
operations. I was not saying that I thought that would be a wise 
thing for the States to do. I was simply saying that the States could 
do it, and there is not any question that the operation is possible 
whether or not it would be as efficient as it otherwise might through 
such a device. 

(Subsequently, the port authority furnished a letter dated June 14, 
1960, to the editor in chief, Harper's magazine, from Ira H. Genet, 
president, Chamber of Commerce of the Borough of Queens, which 
appears at p. 1949.) 

Mr. Sincman. As you have indicated, I think several times in the 
past few days, the port authority prides itself on being a totally self- 
supporting agency, does it not ? 

r. Tonrn. It does. 

Mr. Sineman. And I think you have often stated that publicly, and 
the commissioners of the port authority from time to time have often 
stated that. 

But is it not a fact, Mr. Tobin, that notwithstanding these state- 
ments, the port authority actually is dependent upon various types of 
Federal and State governmental aids, grants, and subsidies 

Mr. Tostn. Well, the port authority is self-supporting within its 
framework as an authority, and within its framework as an authority, 
of course, it has various types of advantage and immunities that a pri- 
vate corporation would not enjoy. And that is, you may say, the 
other side of the penny from saying that if the thing is operable as a 
private operation, you do not need the port authority in the picture; 
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and I believe you are better off with the port authority or any othe 
governmental agency out of the picture. 

But the port authority operates in a limbo, if you will, between 
private operation and completely normal tax-sup ported public opera. 
tions, where there is some opportunity, with certain advantages ang 
immunities of the government, within that framework, of running jt 
as a self-supporting ente rprise, 

Now, let us take, for instance, the Brooklyn piers, operated by the 
New York Dock Co., along 2 miles of the Brooklyn waterfront, run. 
ning from the Brooklyn Br idge south to Erie Basin. The New York 
Dock Co, was and is a prosperou., vell-run corporation. It was wel] 
capitalized. It was an old ce noration. They had something Tike 
24 old Civil War vintage dock. along the waterfront, utterly wastefq] 


to the modern require ments of trans sporti ition on the waterfront today, | 


The New York Doc k Co. never r ne ed those pie rs, and never could 
replac e those pie rs. F inally, fovernor Harriman called on uS tO See 
if we could not come to terms ai.d idle a deal with them to get new 
and modern piers in there, and we did that. 

Now, the New York Dock Co. lad the e apit: al resources to build 
new piers there, but the plain fact was that no priv: ate corporation 
could build new piers there and pay the normal city taxes on those 
new structures, costing $5 million, $6 million, $8 million apiec e, to the 
city, at the city’s normal rate. They just could not do it. The money 
was not there. 

Now, what you have in an authority operation is well illustrated 
there, is a compromise. The port authority, when it buys it, pays the 
city under the payment in lieu of tax st: itutes the full amount of taxes 
which the city was receiving on those old piers on the day we took over, 
so that the city gets a check every year for something like $700,000 
from the port authority on those piers, so that the city is held harmless 

On the other hand, the community that depends upon the port is 


———— 


—— 


getting $92 million worth of brand new waterfront structures there, | 


modern structures, built to handle the motor truck freight, when that 
amounts to 80 percent of our waterfront freight today, and the jobis 
being done. 

Now, the New York Dock Co., to get back to your question, could 
not possibly have done that job, nor any other private corporation, 
though they were in good sound capital condition. The port authority, 
with its advant: ige, which amounts to being able to make a compromise 
on taxes, as a State agency, dealing with the city, under a State statute, 
so that the city is held h: urmless, and so that this amount of capital 
can be put into the regeneration of our waterfront here 

Mr. Sincman. Well now 

The Cuairman. Incidentally, on that $700,000 rental, which is paid 
in lieu of taxes, that amount is fixed over a period of years, 1s It 
not ¢ 

Mr. Topix. Yes, Mr. Chairman. 

The Cuatrman. So that if the tax rate would go up, you would 
still only pay $700,000? 

Mr. Tosrn. Yes, and would still only pay the $700,000. 

Mr. Stneman. And also if the value of the property went up, a 
it will, of course, you still pay the $700,000? 

Mr. Tostn. Yes. But on the other hand, looked at from a city 
operation, if the city took over, there was $92 million in capital to 
be raised, there was no taxes at all coming in, and at the city’s 75 
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percent rate on docks, they would have no taxes and no return what- 
soever, because the commissioner of marine and aviation has said, and 
Comptroller Gerosa has said, that their 7.5 percent merely covers city 
debt service charges, and doesn't add anything to the city tax return. 

So there is the choice. If the city did it, they would lose the taxes 
coming into the city on that property before they took it over. _ 

Mr. Singman, after all, we have been talking for 2 days the phi- 
losophy of government and local government, I suppose, and these are 
the normal compromises of that philosophy. 

Mr. StnemaAN. But as a result of this kind of compromise, is it not 
correct that the port authority pays to the city of New York a total 
rental of only about $450,000 for the two municipal airports? 

Mr. Tostn. That is the amount set on the airports until such time 
as the developmental losses over the early years of the development of 
the airports are made up. At that time, the city gets 75 percent of all 
net revenues, and the port authority 25 percent. 

Mr. Sincman. Is it not all net revenues exceeding 5 percent ! 

Mr. Tosin. It is a very complicated formula. I have shorthanded 
it. I have not even been as inartistic as you and Mr. Goldberg were 
heing when you were being inartistic. 

Mr. Sinoman. Is it not correct that the port authority realizes gross 
revenues from the operation of these two airports exceeding $30 mil- 
lion per year ¢ 

Mr. Tonin. Yes, that is correct. 

Mr. Stncman. In other words, their gross revenues, coming into 
the port authority from those two airports, are about $30 million and 
yet because of the tax advantages, the port authority is required to 
pay only $450,000 per year 

Mr. Tonrx. There are no tax advantages. The title of these air- 
ports is in the city of New York. And the gross revenues of $30 
million are carrying something like a $350 million debt, all of which 
has been incurred over the period of the last 10 years. The city 
owns all the hangars, terminals, buildings, that have been put out at 
the airport. 

So you are only in the early days of the development of that pic- 
ture—and during these early days, and during the period of making 
up these developmental] losses, the city gets an arbitrary figure, agreed 
upon between the city and ourselves, of $450,000, 

Mr. Sincman. That was agreed upon sometime ago, in 1947! 

Mr. Tonrn. In 1947, when the airport—1948 in New York, 1947 
in—the other way around: 1947 in New York: 1948 in New Jersey. 

The CHoatrman. How longa lease is there ? 

Mr. Topin. 50 years. 

The CHAIRMAN. Subject to renewal of another 50? 

Mr. Tosin. No. 

Mr. Sineman. Of that $300-and-some million investment in the air- 
ports, all of that was not put in by the port authority / 

Mr. Topix. All of that was put in by the port authority. 

Mr. Sincman. Wasn't there a $100 million investment by the city 
first ? 

Mr. Tosin. No. The city has an investment of $30 million, as I 
recall it—mavbe not that high, in LaGuardia, and $60 million in that 
magnificent and courageous political decision that Fiorello LaGuardia 
made, $60 million in New York International Airport. 

Mr. Sineman. Close to $100 million ? 

68911 O— 61— pt. 2 49 
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Mr. Topix. We have $350 million over that. 

And then there is about, I would say, of our—in addition to op 
$350 million, there might be $17 million of Federal aid, under th 
Federal Aid to Airports Act. 

Mr. Sineman. At the moment, are you not pressing for an add: 
tional 50-year lease on those airports from the city of New York! 

Mr. Tost. No. 

Mr. Houtrzman. Have you recently tried to get an additional | 
year lease from the city of New York? 

Mr. Topix. No. Never been any discussions of the subject. Jug 
to correct the record—I am under oath here—Jim Doyle said thy 
he had some talk with— 

The Cuarmman. You don’t mean to tell me you could be mistake, 
Mr. Tobin, do you? 

Mr. Tosrn. Sometimes, Mr. Chairman. I try hard not to. | 

He said to correct the record that he and another city official hag 
a talk about a year ago in which conversationally, talking abow 
various business aspects of it, that was mentioned. But there i 
absolutely no discussions or anything else going on between the city 
about such a proposal. Nob dy has given it any serious thought, 

Mr. Hourzman. Mr. Doyle, with whom did you talk ? 

Mr. Topsrn. Mr. Doyle talked to Louie Cohen, in the comptroller’ 
office, in some conversation a year ago. 

Mr. SINGMAN. Mr. Tobin, we have talked about this Federal and 
State exemption from taxation. This represents a rather substantial 
as I think you have indicated, aid from Government, for the port av 
thority’s operations, does it not / 

Mr. Tortn. Once again, if you are going to have Federal and Stat 
taxation on the properties, and have them self-supporting, then yor] 
won't need the port authority. Then a private corporation could do | 
the job, and do it better. 

Mr. Stroman. And on a net revenue of about $60 million, the Fed 
eral income-tax exemption alone is probably worth about $380 million, 
isn't it, annually / 

Mr. Topix. Yes. And if you apply that to various enterprises o| 
the city of New York, such as the subw: ays, you can get into an astro 
nomical, theoretical, and, I think, utterly meaningless field. 

Mr. Stroman. Yes: except the city of New York never claims tok 
self-supporting, nor do the subways. 

Mr. Torn. It has claimed to be self-supporting within certail 
frameworks on the city subways and city piers at various stages @: 
other. 

The Cuairman. You do get a tax exemption from the Federal Gor 
ernment tothe extent of about 830 million / 

Mr. Topix. Asa matter of constitutional right. 

The Cuatrman. I didn't ask that. You do get it / 

Mr. Tosin. So does the State, so do the eit 1e@S, SO does any body. 

The CuarrmMan. I didn’t ask that. 

You do get it, do you not / 

Mr. Torin. We get it; but, frankly, Mr. Chairman, I think it would 
lead us into really meaningless fields of fiscal speculation. 

The CuairmMan. We havea right to ask. 

Mr. Sineman. That isthe end of that speculation, Mr. Tobin. 

[ wanted to ask you next whether or not the States of New Yori| 
and New Jersey, in addition to the State tax exemption, have ne 
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extended substantial credits to the port authority from time to time. 

Mr. Tostn. Yes. In the early days, of course, when the port au- 
thority had no revenues, when it was set up, they gave the port 
authority $100,000 a year until it developed—began to develop its own 
revenues. And then, in addition to that. since you never could have 
sold the bonds for the George Washington Bridge or the Staten Island 
Bridges in those years, and you needed some type of equity cushion, 
such as we have with the general reserve fund now, and the pooling 
of rever.ues, in those years the States made advances to the port 
authority which were subordinated to the bonds which were sold in 
order that they could be sold at all, and then were subsequently repaid. 

Mr. Sinoman. I think the advances by the two States in 1926 for 
the George Washington Bridge totaled about $10 million, is that 
not so? 

Mr. Tonix. That is approximeé ite ‘ly correct. 

Mr. SincMAN. In connection with those advances for the George 
Washington Bridge, wasn't the port author ity able to settle that debt 
with the two States in 1935 for only five ninths of the principal 
amount £ 

Mr. Tostn. It was settled for the full current value of that money. 
That settlement was acce pted by both States. 

Mr. SiIncMAN. Well, let’s examine 

Mr. Torry. Its present value at that time. It wasn’t due for an- 
other 40 years or something. 

Mr. Hottzman. Was the full current value five-ninths of the prin- 
cipal debt ? 

Mr. Topix. Yes; I think it was. 

Mr. Hoirtrzman. Then the answer is “Yes,” Mr. Tobin 

Mr. Tonrn. Yes. 

Mr. Stroman. In 1933, isn’t it correct that the port. authority suc- 
ceeded in negotiating a $3714 million loan with the Federal Emergency 
Public Works Administration / 

Mr. Tonin. There was some such loan in there, in connection with 
the Lincoln Tunnel, I think. 

Mr. StNoman. As a matter of fact, was not that the loan that made 
possible the construction of the Lincoln Tunnel ? 

Mr. Tostx. Al Smith negotiated it. He was a commissioner of the 
port authority, I think, then. 

Mr. Stroman. In addition to these aids that we have been dis- 
cussing, the State government, the Federal Government, through the 
years, have given the port authority various grants and subsidies for 
specific facilities, have they not ? 

Mr. Tosin. You mean the Federal airport aid that extends grants 
tothe port authority and every other municipality or airport operat- 
ingagency in the country / 

Mr. Stneman. Yes, sir. I am not suggesting this is unique or 
unusual. 

Mr. Topix. All these things are said pertinent to the port authority, 
8% I assume you have some meaning in applying them directly to the 
port authority. 

Mr. Stncman. Well, a substantial portion of those aids are for 
the construction and can ‘rnization of airports, are they not? 

Rs a Tostx. Yes, under the general National Federal Airport Aid 
Act. 
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Mr. Stneman. The only point I am making—perhaps I can sumy 
what we have been talking about by this question: Isn’t it fair ty 
state that the port authority is at least in part dependent upon State 
and Federal governmental aids and subsidies ? 

Mr. Tosrn. Well, we have covered the ground, and I think it speaks 
for itself. You make your own summary about it. But I see no reg. | 
son why I should particularly join in your summary of it. 

Mr. Hourzman. Could you be self-supporting if you had no Fed. | 
eral and State aid, Mr. Tobin ? 

Mr. Tosrn. Without tax exemption, you could not be any more self. 
supporting than the New York docks were in operating nonmodem 
docks along the Brooklyn waterfront. 

Mr. Hourzman. Then the answer is “No,” you could not be self. | 
supporting ? 
Mr. Tosrn. You could not. be self-supporting. That is the enti 

purpose of setting this or any other authority up, to 

Mr. Hoirzman. That is an answer. 

Mr. Stneman. Well, now, in connection with the payments in liey 
of taxes which you have mentioned, Mr. Tobin, the payment. in lie 
of taxes for the port authority office building known as Inland Ter. | 
minal No. 1 is about $60,000 per year, is it not ? 

Mr. Tosrn. I think that is right. 

Mr. Stneman. Are you aware, Mr. Tobin, that if the port authority 
building were valued at its current assessed valuation, the estimated 
taxes on the building would exceed $464,000 a year. 

Mr. Forstn. I don’t know what they would be, or what. its value 
would be. 

Mr. Stneman. The port authority pays about $140,000 per year in 
lieu of taxes on the port authority bus terminal, does it not? 

Mr. Tostn. That is right. 

Mr. Sineman. That is based on its original cost of about $24 million! [ 

Mr. Tostn. No, it is not based on that at all. If you are working 
under that theory in the case of the port authority building, you would 
be in error, too. That $140,000, under the payment in lieu of tax aets 
of 1931, is the full, the maximum taxes that were being paid at that | 
time on the block of property between 8th and 9th Avenues, 40th to 
tist Street, with all the buildings thereon, at the time the port au- 
thority took that block. The total city return at that time from that | 
block was $140,000, and that is what the city gets from it today. 

In other words, the very wording of the statute is to the end that | 
the city shall be saved harmless from loss of taxes. 

Mr. Sineman. But at the time the agreement—at the time that pay: | 
ment was made, it was expected that the construction would be for $24 
million, on the bus terminal ¢ 

Mr. Tostn. That is approximately what it turned out to be—$23\ 
or $24 million—prior to the present enlargement and reconstruction 
of the bus terminal going on now, which will add another $20 million 
to its cost. 

Mr. Stneman. That was my next question. So that although the 
bus terminal is going to be enlarged by a $20-million addition, the 
payment in lieu of taxes to New York City will remain the same! 

Mr. Toxin. That is correct. This is the same arrangement used by 
Triborough and other authority agencies. : 

Mr. Totu. Mr. Chairman, may I ask a question ? 
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Where the port authority received under the Federal Airports Act 
from 1949 to 1959 over $15 million, can’t a committee of Congress 
inquire what happened to that money, how it was used ? 

Mr. Tosin. Oh, yes. The proper committee of Congress can. It 
js regularly audited by the Federal Airport Administration, or the 
General Accounting ( fice, or whatnot. 

Mr. Toit. Well, as a matter of fact, if I voted for this 1959 contri- 
bution, can’t I inquire as a Member of Congress what happened to the 
money ¢ 

Mr. Tonin. Yes. 

Mr. Tov. So along that line, all of the information available for 
the use of the $15 million could be obtained from your Department, 
asto what it was used for? 

Mr. Tosin. Yes. 

That is a perfectly proper and legitimate congressional field of 
inquiry. 

Mr. Sincman. Mr. Tobin, is it not true that in September of this 
year the city of Jersey City, N.J., adopted a resolution declaring that 
the port authority had for many years owned large tracts in that city, 
and had not paid realty taxes by virtue of its exemption, and that by 
virtue thereof the city had sustained large annual losses of tax 
revenue / 

Mr. Topix. Yes, that resolution was adopted over there. 

One of the premises you state—and it is also stated in the resolu- 
tion—is not true. 

It says the port authority acquired. The port authority did not 
acquire and did not own, does not own today, the property that is 
mentioned in that resolution. 

That is owned by the State of New Jersey. 

It was acquired by the joint commission set up back in the 1920's 
which constructed the Holland Tunnel. 

Mr. SINGMAN. But is it not true that the entrance plaza of the Hol- 
land Tunnel is located in Jersey City ¢ 

Mr. Tostrn. That is correct. 

Mr. Stroman. And, of course, that takes up large amounts of land 
that cannot be taxed by Jersey City ? 

Mr. Tosin. Yes, like any street, like the viaducts and the skyways 
and the streets radiating out from there in all directions. 

Mr. Stroman. Now, in 1959 and 1960, stretching over that period, 
the port authority constructed a one-story building on part of the 
Teterboro Airport at a cost of about $890,000? 

Mr. Tostn. That is correct. 

Mr. Sincman. And this building was leased to the Jersey Screen 
& Storm Window Co., which manufactures metal windows and doors? 

Mr. Torin. Yes, that is correct. 

Mr. Stncman. Does the commercial activity of that company bear 
any relationship to the airport? 

Mr. Torry. It certainly does. 

Mr. Sinoeman. How? 

Mr. Tosty. The airport, and all of the airports, were planned, sub- 
mitted to the legislatures, the cities, and whatnot, on the basis of 
studies which outlined the possibility of making the airports self- 
supporting, in part, through the use of revenues in the development 
of the peripheral areas for industrial uses. 








1922 PORT OF NEW YORK AUTHORITY 


That was submitted to the two States. 

That is part of the legislative history of it. 

And that was part of the plan of the—part of the plan of the ty 
States. 

Mr. Sineman. Well, now, asa matter of fact 

Mr. Tostn. As to—one of the ways in which you make airpor 
self-supporting. Not unique to New York. It is done in other in| 
ports around the country. 

Mr. Stneman. As a matter of fact, we had been discussing earlig 
Mr. Tobin, this industrial program at Teterboro Airport. 

Is it not true that even with this industrial program, Teterbon| 
Airport is expected to incur a net deficit for at least the next 10 years! 

Mr. Tosrn. What was that you say about 10 years / 

Mr. Sineman. I say, is it not expected, even with the industrial | 
program—— 

Mr. Tosrn. Yes, it would need further development along those 
lines. 

The Cuairman. Is that commercial building also tax exempt?! 

Mr. Torrn. Well, the payments in lieu of taxes are paid by the por 
authority to the communities involved in the area occupied by th 
airport. 

And we, very carefully, charge to any industrial tenants a ful{ 
rental, comparab le with any rental in the area, including specificallys 
computation of what the tax would be on that property, 1f it weres 
private property, to the end and purpose that we think it would bk 
absolutely unfair and improper if that company occupying that or 
anv other industrial development plant on an airport benefited | 
penny of tax advantage through the fact that that plant happened to 


be on State property instead of on private property across the street. | 
The CHarrMan. But the income that you receive from the rental | 


of that commercial property is free of Federal income tax ‘ 

Mr. Toprn. Oh, yes, Mr. Chairman. 

And, of course, we supply all the normal municipal requirements: 
the police, the fire, roads, sewers, : all of the re orl: ar munic ipal Services | 
that go to make up the taxes. | 

So, in effect, we have to have, in our rental computations, an equiva: | 
lent of what would be normal taxes on that plant. 

Mr. Stneman. Is it not expected that this industrial program at | 
the Teterboro Airport will run close to $15 million in total investment 
by 1969? 

Mr. Topix. You are aware, Mr. Singman, that the questions of the 
taxable status of that building are in litigation in New Jersey now! 

Mr. Sineman. Well, yes. 

But is this an embarrassing question with respect to that litigation! 

I will withdraw it, if it is. I do not see how it could be. 

Mr. Goxipstrein. It is not a question of its being embarrassing. 

But we have a pending litigation now, Let us await the outcome 
of the litigation. 

Mr. Sinoman. All right. 

Mr. Chairman, I would like to offer at this point for the record the 
article written by Edward Chase, e mite ‘How To Rescue New York 
from Its Port Authority, * a letter by Mr. Tobin to Mr. Delmont K. 
Pfeffer, vice president, National City Bank, 55 Wall Street, New 
York, N.Y., dated August 17, 1959, appended to which is a table 
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showing the budgeted and forecast operating results and investment 
with and without industrial buildings at the Teterboro Airport, 1958 
through 1959. 

[should also like to offer for the record a copy of the Jersey City 
resolution previously referred to. 

Mr. Roptno. The material will be accepted in the record. 

Mr. Stncman. I should also like to offer for the record a letter 
from Mr. Tobin to William R. Smith, executive administrator, Board 
of Chosen Freeholders, county of Bergen, Hackensack, N.J., dated 
April 27, 1959, on the Teterboro situation. 

{r. Ropino. That W il] also be accepted. 

(The documents referred to appear at pp. 1941, 1951-1958.) 

Mr. Horzman. Mr. Chairman—Mr. Tobin, I take it that this in- 
formation Mr. Goldstein objected to on the theory that the litigation is 

nding has already been furnished to the First National City Bank, 
isthatcorrect? That is with respect to Teterboro? 

Mr. Tosrn. | do not hook up the two of them, Congressman. 

The letter that Mr. Singimnan referred to is my letter to Mr. Pfeffer. 

Mr. Hotzman. This is unrelated now to this. It is related to the 
objection raised by Mr. Goldstein a moment ago; to wit, that a fore- 
cast of the amount of money you are going to spend at Teterboro may 
bethe subject of the litigation that is pending at this time. 

I ask you whether you have already forecast for the First National 
City Bank 

Mr. GoLpsTein. No; I did not mean that, sir. 

Mr.Stncman. Mr. Chairman 

Mr. Hotzman. Mr. Tobin, would you object to giving me, as a 
private citizen, your budgeted and forecast operating results and in- 
vestments in all your other facilities, just as you did in this morning’s 
session / 

Mr. Tonin. I do not know of any reason, Congressman, why we 
should make all sorts of forecasts on all sorts of assumptions. 

There are some there. You have them. They are in the record. 

Mr. Hotrzman. Mr. Tobin, you made such a forecast for the First 
National City Bank with respect to Teterboro. Now, I ask you again, 
asa citizen, will you provide me, as a citizen, with this information, 
the identical information with respect to your other individual fa- 
cilities ? 

Mr. Tonin. Congressman, I think that that, as I reeall that fore- 
cast, and the letter to Pfeffer, what it was was a computation of what 
you would require in the way of further industrial development to 
ring Teterboro up toa self-supporting status. 

That was made for that specific purpose. 

Mr. Hoirzman. Yes. 

Well, Mr. Tobin, will you give me the identical information, as an 
individual private citizen, with respect to your other facilities exactly 
aS you gave with respect to Teterboro, to the First National City 
Bank ¢ 

Mr. Doyie. It cannot be done, Mr. Holtzman, and it has no pertin 


ency, 

The statement that you are looking at there actually starts from 
the back end of the horn, if you will. What it says is—if I recall 
that correctly—what it indicates is that there is a deficit of a certain 
amount of money at Teterboro A Irport, 
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Mr. Hourzman. You have a forecast and analysis division in the 
port authority, do you not ? 

Mr. Doy.e. Yes, we do. 

Mr. Hoitrzman. This is the division that prepared this statemen 
that was presented to the First National City Bank with respeet to 
Teterboro, is it not? 

Mr. Dorie. May I see the statement ? 

Mr. Hoirzman. Yes. 


Mr. Doytr. I thought it was something pe pared in my department, | 


Mr. Ropino. Mr. Holtzman, are you as 
tion ? 
Mr. Houitzman. I am asking for the identical information with 


ing for the exact informa. 


respect to other facilities that was presented to the First National | 


Bank with respect to Teterboro. 

I am asking it in my capacity asa private citizen, sir. 

Mr. Tostn. Congressman, if the committee had not subpenaed this 
document from the First National City Bank, and had requested it 


from our files, we would have respect fully declined to give you this | 


document on the grounds that it was a part of the records the in- 
ternal records of the port authority, and that under the directions 
of the Governors, we would not give it to you for the reasons that ar 
being litigated in the case which will shortly be tried in the Federal 
district court. 

Mr. Hourzman. Even though you had given this to the First Ne 
tional City Bank ¢ 

Mr. Torin. Even though we had given this to the First National 
City Bank, sir, we would not have given it to this committee under an 
assertion by this committee that it has the power to control and direet 
the operations of the port authority from day to day and approve 
all its future projects. 

On that constitutional ground, we would have refused, and the two 
Governors, in accordance—in accordance with the directions of the 
two Governors. 

So I must refuse your request, sir. 

Mr. Hovtzman. I am not asking in my capacity as a Member of 
Congress. I am asking for this in my capacity as a private citizen, 
interested private citizen—not as a Member of Congress, necessarily, 
and not as an interloper. But as a private citizen deeply interested in 
the operations of a public authority. 

Mr. Tosi. I would not furnish that information to you; no, 


Mr. Honrzman. Even though you furnished it to First National | 


Bank? 

Mr. Tosin. In connection with a discussion of financing going on 
at that time. 

Mr. Sincman. Mr. Chairman, I would like to also offer for the 
record at this point the port authority report of 1937 pre ‘viously re- 
ferred to entitled “Suburban Transit for Northern New Jersey. 

Mr. Roprno. It will be accepted. 

(The document referred to appears at p. 1965.) 

Mr. Stneman. Mr. Tobin, is it true that for some time this year 
the port authority has been making studies of possible sites for 
fourth major airport in the New York-New Jersey area / 

Mr. Topix. What is the time factor that you put in there? 

Mr. Stneman. Sometime this year. 
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Mr. Tosrn. We have been engaged almost throughout this year on 
the most extensive study of the problem of airport capacity in the 
metropolitan area and its future, and the future airport requirements 
ofthe metropolitan area, yes. 

Mr. Sineman. And one of the potential sites for this fourth airport 
islocated in Morris County, N.J.? 

Mr. Tosin. One of the 15 potential sites. 

Mr. Sincman. The residents of that area have expressed consider- 
able objection to a jetport in that county, have they not ? 

Mr. cate: That is correct. 

Mr. Hovrzman. Mr. Tobin, | am really a little disturbed here about 
your last answer, and I wonder whether you would not want to recon- 
sider it. We have a situation here where you have already furnished 
certain information to an investment house, the First National C ity 
Bank. We have asked you, as Members of Congress, and a duly con- 
stituted committee, whether we can have that information. You have 
said “No.” 

Mr. Topix. You subpenaed that information, sir, and we respect- 
fully declined to furnish it. 

Mr. Hottzman. Fine. That is totally unrelated to what I have in 
mind. We have asked you, as a duly constituted committee of the 
Congress, for that information, and you have declined. I then re- 
quested — 

Mr. Topin. Yes, and I have been cited for contempt. 

Mr. Hourzman. I then requested this information that you have 
already given to the First National City Bank as a private individual, 
and you have again declined. 

Mr. Tostn. No. You asked me to make other estimates and com- 
putations, and I have respectfully declined to make those other esti- 
mates and computations. These computations you have, from the 
National City Bank. 

Mr. Hottzman. Do you have, Mr. Tobin, these compilations at the 
port authority office ¢ 

Mr. Tontn. No; not in any official form. There may be all sorts of 
studies, and one thing or another, but I would not vouch for those 
studies at this time. They are working studies of these and various 
other matters. And even if a private citizen asked for our guesses and 
forecasts and whatnot, of what might happen, I would not think it 
would be proper or in the public interest to give out that type of 
information. 

Mr. Hoitrzman. Well then, see if I understand you. 

It is all right to give this information to a lending institution, or an 
investment house, but even a private citizen could not be accommodated 
if he made the request for this or similar inform: ee ¢ 

Mr. Tostn. What you are asking me for—I do not know your 
budgeting proc eedings in the Congress or the committee—but we will 
assume that there are such, and that you have some members of your 
staff properly engaged in the preparation of your committee budget, 
of what you will need for the next session, or even what your projec- 
tions are of what you might need for the 1962 session. And I do not 
think, with staff members working on that type of computation, that 
ifa citizen came in to you and said he would like to have the studies, 
the worksheets, the thinking of the staff as it was at this stage of your 
committee, that you would think that that was a proper request from 
acitizen of the United States. 

And I do not think it would be either. And that is what you are 
asking me for here. 
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Mr. Horrzman. Mr. Tobin, I would ask you not to protect the com, 
mittee. The question is whether or not you would give, either to, 
congressional committee or a private citizen, these forecasts with mp. 
spect to certain other, if not all, of the individual facilities of the por 
authority, and the answer is “No,” I take it 

Mr. Tosin. The answer is “No.” 

Mr. Hourzman. Would you say that this is in line with your state 
ment. in 1952, that your operations are conducted in a goldfish bow]! 

Mr. Tosin. I certainly would, sir. 

The CHarrMan. Also, in 1952 also you said you would make qlj 
records of the port authority available to the Judiciary Committe 
of the House. 

Mr. Tosrn. All the proper records, and we have made what we 
consider all the proper records available to the committee. 

The CHatrMan. a did not qualify it then. 

Mr. Topix. Yes, we did. We were talking, sir, about a particular 
bill before your committee at that time, and my statement was made 
with respect to that bill. 

Mr. Ropino. Mr, Tobin, I just want to clear this in my mind, along 
these lines, and not to just belabor the point. But someone seated at | 
that side of the table—I think it was you—said these internal papers | 
would not be turned over, if one made a request, unless at the diree 
tion of the two legislatures; is that right ? 

Mr. Govppera. I made that statement, sir. 

Mr. Ropino. Well 

Mr. Gotppera. I do not know if I said “unless.” I said if the two 
State legislatures directed it, the port authority would have no choice 
but to comply. Do not ask me what would happen if the Governor 
and the legislatures got into an argument. I do not have the answer. 
I do not have an opinion on that at the moment, sir. And I hopeit 
never happens. 

Mr. Tosin. If that happens, we will put Mr. Goldberg and Mr. 
Singman on that to unravel its constitutional complexities. 

Mr. Stnoman. Is it not true, Mr. Tobin, that the New Jersey Assem- 
bly and Senate passed resolutions opposing Morris County as a jet- 
port site? 

Mr. Tosin. Yes, they did. 

Mr. SincmMan. Despite the existence of those resolutions, did the 
port authority continue making studies of this site, among others! 

Mr. Tosin. It continued making studies of all of the sites. That 
had been well publicized—discussed with the legislatures, we thor- 
oughly reviewed them with the legislative committee last year. The 


legislative committee does not interpret that resolution as forbidding | 


the continuance of such regional studies. What they really said 
that resolution is that they would not approve an airport at that site 
And that is entirely beyond the port authority's province. The port 
authority’s duty under the statute is to study and report to the 
legislature. 

When it does that, under statutory duty, its duty is absolutely com- 
pleted. There is no one that can build an airport at Morristown of 
any place else in this area unless the two legislatures say so. 

The Cuairman. Mr. Tobin, reverting to my question before, where 
in I referred to testimony that you gave before the House Judiciary 
Committee, I am now reading from the transcript of the record of 
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May 21, 1952, where you made the following statement. This is on 
page 346 of the transeript : 

As a public agency the port authority has always taken the position that its 
poks and records are public information. On May 22, 1952, I wrote the chair- 
man of this committee myself as follows : 

“The commissioners of the port authority have also asked me to assure you 
of their desire to place at the disposal of your committee whatever records, in- 
formation, data, or other material which may be helpful to your staff in prepara- 
tion for hearings on this resolution. The port authority is a public agency and 
our records are completely available for perusal by the members of your com- 
mittee or your staff.” 

[remind you of that statement you made, Mr. Tobin. 

Mr. Hottzman. Do you see the word “proper” in anything in that 
record / 

Mr. Tosin. The word what / 

Mr. Houtzman. The word “proper.” 

Mr. Tosin. No. 

Mr. HottzmMan. You said all the records. 

Mr. Topix. I did not see the word “worksheets” in there. I think 
all the records spoken of then were the records that the committee 
would need in connection with the bill then before it, and the bill 
that was introduced by Congressman Celler and is pending now is a 
bill to take over day-to-day working control of the port authority 
that arises in a very different framework. 

In other words, the Congressman is asserting the right to 

The Cuarrman. We are not considering any bill offered by any 
particular person as to these hea rings now. 

Mr. HotrzmMaAn. You said in that 

Mr. Tosin. Your subpena goes to—assuimes the general constitu- 
tional powers to subpena all of the internal documents and worksheets 
of the port authority, and that the two Governors have denied to you, 
and that is the issue that is about to be tried in the Federal district 
court in a short time. 

Mr. Hottzman. Mr. Tobin, in that statement, in 1952, in the hear 
ings on the Sieminski resolution, you said that you would be happy 
or delighted or glad to furnish whatever data the committee would 
require, did you not, without any qualification; is that not so? 

Mr. Tonin. No, not without any qualifications 

Mr. Hoirzman. Let me read to you from those hearings. This i 
on page 546. 

Mr. Torntn. The chairman read it, Congressman Holtzman. He 
read it quite accurately. 

Mr. Hourzman. Is there any qualification whatsoever in this state 
ment that you offered in 195% ? 

Mr. Torin. I think the statement was directed to the Sieminski bill, 
and you are asking me at this stage, when the Governors have ordered 
certain papers of the port authority not to be turned over under an 
asertion of power of this committee over a State agenc v. 

Mr. Hotrzman. Now, Mr. Tobin, you have, on three occasions, in 
dicated here that the Governors have ordered you not to turn over 
these records. I ask the chairman of this committee to place into the 
record at this point the following testimony from the most recent 
hearing. I ask the chairman to bear with me while I find it and read 
it, 
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Mr. Ropino. Very well. 
é Mr. Hoitzman. On page 36 of the hearings before Subcommittee 
No. 5, this very committee, on June 29, 1960, Mr. Tobin—the chair. 
man, continuing—asking a question about bringing about the produe. 
tion of all of them, referring to records: 


Mr. Tosin. I brought the whole matter of the subpena and your request to 
the attention of my board, to the attention of the attorneys general, to the at. 
tention of the Governors, and I have, in accordance with their directions, 
brought down the files that have been mentioned here this morning, and haye 
not brought down the other files. 


The CHAIRMAN. Did you recommend that all these documents be supplied to 


this committee? 
Mr. Tostn. Did I recommend that all— 


The CHAIRMAN. Did you recommend that all these documents be supplied | 


to the committee? 

Mr. Tosin. That I brought down, yes, Mr. Chairman 

The CHAIRMAN. Did you recommend that the additional documents whieh 
have not been supplied, that they be supplied to the committee? 

Mr. Tosin. Mr. Chairman, I did not. 

The CHAIRMAN. On the contrary, did you recommend against supplying these 
documents? 

Mr. Tosrn. Yes, Mr. Chairman, I recommended against it 

So that the record will reflect, Mr. Chairman, that this cloak or 
this protection that Mr. Tobin seeks to involve himself in was origi- 
nally recommended by Mr. Tobin to the Governors, in the first in- 
stance. 

Mr. Roptno. Mr. Counsel ? 

Mr. Sineman. Mr. Chairman—Mr. Tobin, assuming that these— 
well, you testified that these resolutions had been passed by the New 
Jersey Legislature against the building of a jet port in Morris Coun: 
ty. Assuming that to be so, what possible value could test borings in 
Morris County serve in helping the port authoritymake an evaluation 
of the appropriate site for an airport ? 

Mr. bin Well, you couldnt make a thorough evaluation of all 
possible sites, and all potentials, without making them in all of the 
areas that were under consideration. So you must have—but Gover- 
nor Meyner—has repeatedly said that you had to have all informa- 
tion before the legislatures on a decision that the Legislatures of New 
Jersey and New York will have to make some time in the future as 
to what they are going to do about their problem of their airport 
capacity. Whenever the port authority finishes its studies, presently 
underway, of a new airport, which will be a factual study, simply here 
are the facts with respect to the requirements of airport capacity and 
the available places for such an airport—there are the facts, here 1s 
the situation. At that point, the port authority is through. The 
problem then is a problem, from there on, for the New Jersey Legis 
lature and the New York Legislature. And they certainly want— 
I think they want, and I know Governor Meyner has said they want, 
all of the facts, including the facts about Morristown, which in that— 
where in that resolution they said they would not approve an airport. 

Mr. Roptno. Mr. Tobin, do you mean that despite the fact that 
the Legislature of New Jersey and the assembly adopted the resolution 
opposing a jet port in Morris County, that studies would continue, 
test borings in this area would continue? 

Mr. Tostn. This was thoroughly discussed at the legislative hear- 
ings only a few weeks ago, in New Jersey, in Trenton. The proper 
public officials to be concerned—and I don’t mean that you shouldnt 
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be concerned, as a Congressman from the area—but the proper public 
dficials to be concerned, immediately concerned about that, a with 
direct responsibility, are the Senate and the Assembly of New Jersey. 

And here at the legislative hearings 3 weeks ago we discussed very 
completely the borings being made at Morris County, at Hunterdon, 
up and down the State in connection with this problem. I know that 
the Senators did not consider the fact that borings had been made 
tobe in any way inconsistent with the resolution that Mr. Singman is 
asking me about. 

The CHarrmaNn. You mean the fact that you made test borings was 
not contrary to the resolution of the Legislature of the State of New 
Jersey ¢ 

Mr. Tonin. No, Mr. Chairman. And I mean also that the Legisla- 
ture of New Jersey, certainly the committees we appeared before, 
doesn’t seem to consider it so. 

The CHATRMAN. You say there is nothing inconsistent with your jet 
airport test borings or studies with reference to setting up finally of a 
jet airport at Morris County—you say that is not inconsistent with the 
resolution passed by the State Legislature of New Jersey ? 

Mr. Tostn. Yes, Mr. Chairman; I say it is not inconsistent. 

Mr. Hottzman. Mr. Tobin, see if I can clear something up. 

There have been some charges and countercharges, to the press, and 
oer TV, and over the radio, with respect to the motivation of the 
chairman in connection with this hearing. Are you aware that Chair- 
man Celler opposed the resolution offered by Congressman Sieminski 
that sought to repeal the port authority? Are you aware of that? 

Mr. Tosin. No. The record is that he fished that resolution out of 
the barrel and called hearings on it. We had 2 days of hearings on it. 
Many public officials from this State went down there. 

Mr. Hottzman. Are you aware of the fact that the chaiman voted 
against this resolution ? 

Mr. Tontn. After the hearings, after the bill was called up for 
hearings. 

Mr. Hourzman. You are aware of that? 

Mr. Topix. After we went down there. Yes: the bill was never 
reported out. It speaks for itself. 

Mr. Hoittzman. Which would indicate that the chairman, at least 
in 1952, opposed the resolution that sought to repeal the authority. Is 
that a fair statement ? 

Mr. Tostn. Well, it is after you get over the fact that he called 
the resolution up for hearings. 

Mr. Hourzman. Yes; but he voted against— 

Mr. Tosin. After he had called it up for hearings. 

Mr. Hottzman. Would you have the chairman of the committee 
ignore a resolution that was offered by a Member of Congress? 

Mr. Torntn. I don’t know how many thousands of bills there could 
have been called up for hearings, but the chairman called that one 
up for hearings—a bill to repeal the consent to the compact. 

Mr. Hottzman. Do you now know, Mr. Tobin, that finally, after the 
2day hearings, after listening to the evidence, the chairman of this 
committee voted down this resolution ? 

Mr. Torntn. I knew, after the 2 days, after the 2-day hearings, that 
he decided not to proceed any further along that course at that time. 

Mr. Hourzman. Right. That was in 1952, is that correct? 

Mr. Tontn. Yes, that was. 
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Mr. Hoxtzman. And that was subsequent to the letters that wer 
distributed to the press and radio in which Mr. Celler was all 
to have sought favors and considerations for certain constituents, js 
that correct ? 

Mr. Tostn. That is correct. 

Mr. Sineman. Mr. Tobin, I think I would like to ask one additional 
question on this subject. Perhaps you may not be familiar with this 
term. It is very common in Washington, particularly in the Halls 
of Congress. But I am curious as to whether you are familiar with 
the term “courtesy hearing.” 

Mr. Tostn. No, I am not familiar with the term, and certainly as 
we approached those hearings, I didn’t consider it very courteous to 
have the hearings at all, and, as a matter of fact, the Congressman 
called up Chairman Cullman and said, before the hearings, and said 
if he thought we would be reasonable, we could come and see him 
and straighten this thing out without. the necessity of having hearings, 

The Cuarrman. That is an outrageous, deliberate talechoall to 
make a statement like that. I conducted these hearings because q 
responsible Member of Congress offered the bill in good faith, requests 
were made for hearings, not only from the Congressmen, but from 
other people. 

Hearings were properly held. 

And I voted against the bill, after | heard your testimony and the 
testimony of others. 

Now, if I had any feelings whatsoever against you, or against Mr. 
Cullman, or against the port authority, I certainly would not have 
taken that kind of action. 

I gave you every courteous treatment at those hearings—even went 
so far as to offer praise to the port authority—see the record for 
yourself—for some of the things that the port authority had done. 

If I had harbored any pique or spite against you, or anybody con- 
nected with the authority, I would not have taken such action. 

I would not have made—given utterance to such thoughts. 

Mr. Tostn. I simply say that before the hearings you called up com- 
missioner—Chairman Cullman and said that if you and he could get 
together, he was sure that you could straighten things out and there 
would be no need for any hearings. 

So, certainly, that does not sound as if these were fine, friendly 
hearings. 

The Cuairman. I am sorry that you brought this up, because there 
is no truth whatsoever to that assertion—none whatsoever. 

Mr. Tosrn. Mr. Cullman called me immediately after that call at 
that time and reported it to me. 

The Cuarrman. Mr. Cullman is not adhering to the truth, if he 
says that. 

Mr. Hourzman. Mr. Tobin, you mean to tell this committee you sat 
by all these years, and as a responsible public official, never said any- 
thing about it until the port authority was being looked into here 
today, or this week / 

Isthat what you are suggesting / 

Mr. Tosin. Responsible how / 

Mr. Hourzman. Are you suggesting that 8 years have elapsed, and 
you have this knowledge—you have had this knowledge all the time, 
and never used it until these hearings began ? 
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Mr. Tostn. Why should we use it ? 

Mr. Hottrzman. All right. 

Mr. Ropino. May I say this: 

I was a member of that subcommittee at that time, Mr. Tobin, and 


| [ know that I never heard the chairman express anything one way 
| or another regarding the hearings that took place in 1952. 
us 


| 
| 


And I am sure that if the chairman, having known me, and I have 
been the ranking member of the subcommittee, had any feelings at all, 
he would have discussed these sentiments with me. 

And I am amazed at some of the statements that have been made. 

I know that there has been acrimony from time to time, and some- 
times because of the human element people are fallible, and are given 
over to outbursts. 

But I think that as a judicious person, and I think you are a very 
intelligent person, some of these statements that have been made are 
absolutely unwarranted. 

Mr. Tostn. Of course, you know, Mr. Chairman, that I consider 
some of the statements that have been made here upon—about mem- 
bers of the port authority’s staff are, to put it mildly, absolutely 
unwarranted. 

Mr. Stneman. Mr. Chairman, may I offer for the record at this 
point a letter to the chairman from Louis Cohen, first deputy comp- 
troller of the city of New York, dated December 20, 1960, containing 
tabulations, showing property owned by the port authority and pay- 
ments made thereon to the city of New York, in lieu of taxes, property 
leased to the port authority by the city of New York, showing the 
rental paid the city by the port authority, and rental from the tenant 
tothe port authority and gross revenues from the airports to the Port 
of New York Authority, together with worksheets thereon 

Mr. Tostn. Is that a current letter, Mr. Singman ? 

Mr. Sineman. September 20, 1960. 

Mr. Tostn. We have never seen that letter. May we have the op- 
portunity, after we have seen it, to msert any comments we wish about 
that—the figures or anything else in that letter in the record ? 

Mr. SincmMan. Most assuredly. 

Mr. Ropino. The letter will be accepted. 

(The documents referred to appear at pp. 2000-2013. ) 

Mr. Srncman. Mr. Chairman, I have no further questions for these 
gentlemen at this time. 

Thank you, sir. 
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(The documents referred to at pp. 1180, 1181, 1182, 1190, 1453, 
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Hon. Emanuel Celler, 

Chairman, Subcommittee No, 5 

Committee on the Judiciary, House of Representatives 
Room 705, U. S. Court House 

New York, New York 


Sir: 


During my testimony yesterday I undertook to supply to the 
Subcommittee by letter for purposes of addition to the record various 
information concerning the insurance coverage on the Columbia Street 
Pier property of The Port of New York Authority which was placed by 
this office in 1949, the commissions on which were received by 
Knickerbocker Associates, Inc. 


The insurance referred to was written in December, 1949 fora 


five year term and was cancelled in October, 1953 when the coverage was 
transferred to the Factory Insurance Association. The net commissions 
received by Knickerbocker Associates, Inc., with deduction of return 
commissions, came to $8, 063. 79. 


The policies were written at a 15% commission rate. 


At page 969 of the record Congressman Holtzman asked for the 


1457, 


JAPRECORp 


CODES: BENTLEY®S CODEN 


Kt 


name of the company or companies with which the Knickerbocker policies were 
placed. We are enclosing herewith a photostatic copy of letter dated December 
28, 1949 from J. S. Frelinghuysen Corporation to Knickerbocker Associates, 


Inc. with which is enclosed a list of the policies issued or bound, the names 


of the companies and total amount of each policy. 


Your staff has requested delivery of this letter by noon today. 
In response to the question asked by Congressman Holtzman at page 971 of 
the transcript, the hasty review of our records which it has been possible 
to make this morning does not disclose any over-ride on these policies, 
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1. S. Prewiwonvuysen CORPORATION 


Hon. Emanuel Celler, 
Chairman, Subcommittee No, 5 December 2, 1960 


@2- 


At page 996 of the transcript your Chief Counsel inquired whether 
this office acted as broker on the Columbia Street Pier coverage at any time 
during the period 1945 to 1949. Our records show that various policies cover- 
ing this property were turned over to us in 1946, which was during their term. 
We placed new bir.ders and policies effective May 1, 1949 but these were, of 
course, cancelled when the new policies were placed in December, 1949 
pursuant to the arrangement with Knickerbocker Associates, Inc. 


I believe that the foregoing supplies all of the information which 
is desired. 


Yours respectfully, 
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December 24, 1949 


Knickerb.cker Associates inc. 
iM. ane Street 
hew York i N. Ze 


Gentlen.en: 


in accurdance with instructions received {rm The : ur 
of New York Authority we are enclosing herewith a list uf the Fire and 
Extended Coverage insurance, tmcheding Fier end Wharf Endorsement, 
cm the C -lurobia Street Pier, 


hie. \astin J. Cate of this office will be available 
discuss any details .{ this inserance which you nay des:re. The ,lace- 
ment f the insarence will be handled in accordance with hir. Tobin's 
letter .{ Lecember 20, 1949 to the Honorable Mallory Stephens, copy of 
which was forwarded t& this office. As mentivned thereia, policies now 
om binder will shortly be delivered to you. 


tutending Jeasln's Creetings, 
Very sincerely yours, 


J. 5. FAELINGHUYSEN CURrC RATION 


JSF Je: 
«nel. 








PORT OF NEW YORK AUTHORITY 1935 


The Port of New York Authority—Columbia St. pier 


len . : " liar cttectntpenintenanamnipiattnaii eatin 
Company Policy No Term in Expiration Amounts 
years 

Atlas Assurance Co 21219 3 Dec. 30, 1950 $20, 000 

| fnsurance Co. of North America 203863 5 | June 7,1951 | 189, 000 
d.. RUSS 5 | Dec. 24, 1952 100, 000 

jational Fire 71450 5 do 25, 000 
seottish Union & National N 32775 5 do 121, 100 

| Sea Insurance Co 108621 5 do 50, 000 
Fireman’s Fund B818602 5 do 48, 500 
Firemen’s 79602 5 | Dec. 29, 1952 190, 500 
Northern 275567 5 do 20, 000 
American Equitable 93-23161 5 | Dec. 30, 1952 50, 000 
Twin City 3341 5 do 75, 000 
Centennial F R10904 5 | Dee. 31, 1952 20, 000 

st. Paul F. & M M F92945 5| Jan. 45,1953 75, 000 
New York Underwriters 64285 5| Apr. 1,1953 25, 000 
Pearl Assurance Co 179870 5 | Apr. 20, 195: 15, 000 
American Binding 5| May 1,195 60, 000 
U.S. Fire do 5 do 20. 000 
Millers National do 5 do &5, 000 
American N ational) do § On.6 181, 000 
Home lo 5 do 223, 000 
Continental lo 5 do 27, 500 
Fireman's Fund do 5 do 30, 000 
Commonwea!th io f do 39, 400 
Insurance Co, of North America do 5 do 300, 000 
| Total, insurance 2, 000, 000 
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THEE PORT? OF NWEW YORK AUTHORITY 
14 Ceghth Avenue -at isth Street New York 11 NY 


Mgongusn 5-4000 


EXECUTIVE OFFICES 
Austin J Tobin 


SxECUTIVE OmmecTOR 


November 24, 1958 


Honorable Martin Kesselhaut 
Chairman, Committee on Federal and Interstate 
- Relations of the 

New Jersey General Assembly 


Honorable J. Edward Crabiel 

Chairman, Committee on Highways, Transportation and 
Public Utilities of the 
New Jersey General Assembly 


Gentlemen: 


The Commissioners of the Port Authority welcome this opportunity to submit for the 
public record and for the consideration of your Honorable Committees and the members of th 
New Jersey General Assembly the attached statement of our unanimous position on Assembly 
No. 16. As you know, we have fully reviewed this measure previously both in our communications 
to Chairman Martin Kesselhaut of the Committee on Federal and Interstate Relations on May 8 
and September 11 respectively and in our meeting with Governor Meyner and with the memben 
of that Committee in the Governor's office on September 11. 


At the outset we must state, as we have stated repeatedly in the past, that we ar 
unanimously opposed to the adoption of Assembly No. 16 or any legislation which would attempt 
to involve the Port Authority in any way in the deficits of rail rapid transit 


Our letters of May 29 and September 11 and the attached statement, all contain detailed 
facts and figures that completely refute the unsound, impracticable and legally impossible recom 
mendations of Assembly No. 16, which would attempt to direct the Port Authority to take over 
finance, develop, improve and operate “rapid rail transportation of passenger traffic” in the Port 
of New York District. 


We would also like to reaffirm our view that both rail and highway transportation we 
essential to the economic welfare of the New Jersey-New York Metropolitan region. It was for 
this reason that the Port Authority made available to the Metropolitan Rapid Transit Commission 
Over $800,000 to undertake its recent interstate transit survey. It was for this reason that the 
Port Authority has devoted its attention and study to the rail rapid transit problem for the pat 
thirty years. We do not regard an arterial highway program as a substitute for a program d 
maintaining or improving rail passenger facilities between New Jersey and Manhattan an 
throughout the Port District. One program is not an alternative for the other 
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At the same time, a sound solution to the problem of improving rail facilities cannot be 

o developed through the destruction of the Port Authority's comprehensive program of providing, 

= op a self-supporting basis, the modern port and terminal facilities that are essential to the con- 
tinued economic pre-eminence of the Port of New Jersey-New York. 


In our judgment, any involvement of the Port Authority in rapid transit would have dis- 
| trous consequences for the people of the two States and for their joint heritage — the Port 
District of New Jersey and New York. Such involvement would cause the Port Authority to default 
op contractual commitments which the Port Authority must honor for the continued development 
of the public facilities of the Port District — land, sea and air — which will require the Authority 
io borrow over $700,000,000 of capital funds during the next five years. These contractual com- 

j , made with the exoress authorization of the two States, involve the following of our 


faclities 


Elizabeth-Port Authority Piers 
| Brooklyn-Port Authority Piers 
Port Newark 
George Washington Bridge 
(second level, plaza improvements and approaches) 
Washington Heights Bus Passenger Facility 
Bergen County Expressway 
New York International Airport 
Newark Airport 
La Guardia Airport 
Narrows Bridge 
Erie Basin-Port Authority Piers 


In addition, any involvement of the Port Authority in rapid transit could well lead to the 
destruction of the Port Authority as a useful agency of the two States for the continued develop 
neat of essential facilities on a self-supporting basis and without burden to the general taxpaye" 


It has been suggested: (1) that the heavy deficits of the New J commuter railroads 
and the cost of developing a new and comprehensive rapid transit atten dell be assumed by 
the Port Authority, which could absorb these deficits by use of revenues from its present oper? 
tions; and (2) that if these rail transit deficits — present and future — proved to be more than 
the Port Authority's overall revenues could absorb, they could be “made up” by increasing the 
aisting Hudson River tolls and discontinuing the present commutation rates across the George 
Washington Bridge and through the Hol and Lincoln Tunnels. It also has been suggested 
that such deficits could be made up by increasing the charges at Port Authority terminal facilities 
Another suggestion calls for a bi-State or tri-State (New Jersey, New York and Connecticut) 
wbsidy to the Port Authority to make up the operational and capital deficits of rail transit. 


Ge Wwe a= FF 


. By way of summary of our previous communications and our current statement, we must 
t | spectfully submit to your Committees again that: 


1. It is legally, financially and contractually impossible for the Port Authority to assume 
the railroads’ increasingly heavy deficits from all or a part of commuter operations, 
the cost of developing a new and comprehensive interstate rail rapid transit system. 


Even if it were legally and contractually possible, very quickly the assumption of rail 
transit deficits by the Port Authority, the self-supporting agency of the two States. 
would cripple and destroy the Authority's credit. it would thereby bring to « halt the 
program now being carried out by the Port Authority on behalf of the two States for 
the continued development of their essential public marine and inland terminal facil- 
ties, airports and interstate arterial systems. 


| 2 
| 8. The imposition of the deficit financing of rail transit upon motorists would constitut¢ 


ee el 


an unfair tax upon a particular group of citizens. A toll increase to 75 cents for 
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automobiles, including those of regular commuters, and a corresponding increase 
all other users of the Hudson River crossings would be required just to meet the 
deficits of the New Jersey commuter railroads. If these deficits were to be 
realistically to include the financing of rapid transit deficits in New Jersey, N 
and, as has been suggested, in Connecticut, the users of the Hudson River 
and we presume, other river crossings and turnpikes in the tri-State area, would 

to pay a bill for railroad and transit deficits amounting to a sum that might reach » 
high as $150 million a year. 


z 
zig: 


rf 


4. It is impossible, as has been suggested, for the Port Authority to alter existing contracty 
for charges to users of Port Authority airports, truck terminals, bus terminals, and 
marine terminals, in any attempt to impose upon them a part of the rail transit deficits 
These charges have been established by leases and agreements which may not be altered 
unilaterally. 


5. A New Jersey subsidy of the Port Authority for rail rapid transit purposes is a proposal 
that commuter deficits be paid by the taxpayers. We find it difficult to believe that this 
Legislature would support a bill that proposed that the taxpayers of the State of New 
Jersey should subsidize Port Authority operation to the extent of from $12 million to 
$20 million or more a year. Furthermore, the Port Authority would cease to be ap 
effective instrumentality of the two States if it were to become a subsidized agency. 


In the attached statement we set forth our detailed reasons for these conclusions and 
describe how the Port Authority finances its projects, the way in which the market for its revenue 
bonds operates, and the projects to which it is committed over the next five years. Our statement 
also demonstrates the legal and financial impossibility of the assumption by the Port Authority 
of any or all of the rail transit deficits, and reviews how and why the assumption of such deficits 
would destroy Port Authority credit. 


To finance Port Authority projects we must sell revenue bonds. The security for such 
bonds is limited to the revenues which the Port Authority develops and receives from its public 
projects and from the reserves established from those revenues in accordance with the statutes 
and our contracts with our bondholders. People will buy Port Authority bonds only so long as 
they have confidence that our revenues will be sufficient to pay interest and principal on such 
bonds and create sufficient reserves for protection against contingencies and adverse developments 
that might impair the security of the Authority's bonds. 


Under our contracts with our bondholders, the Port Authority's reserves and the revenues 
from present facilities are pledged and committed. They cannot, as a matter of law and contract, 
be diverted to the development of a deficit rail transit system or for the underwriting of deficits 
of the New Jersey commuter railroads. 


Every responsible expert who has studied Port Authority finance with respect to possible 
participation in rail rapid transit responsibility has recognized the accuracy of these conclusions 
However, in an attempt to ameliorate these legal restrictions, there are those who would have 
the States of New Jersey and New York subsidize Port Authority operation of the Port District's 
commuter rail services. Furthermore, they suggest that such subsidy would be required only for 
a limited period of time and then only in some “limited” amount. The legal impossibility of 
diverting Port Authority revenues and resources applies to any diversion of revenues and resources 
regardless of the amount or the period of time during which the diversions might continue. Con- 
sequently, if the Port Authority were required by the Legislatures to undertake responsibility in 
this area, nothing short of an absolute continuing and ever-increasing subsidy for the totality of 
the transit deficit would suffice. 


Two results would flow from such a continuing subsidy, possibly unanticipated by their 
proponents, but certainly destructive to the continued usefulness of the Port Authority. 


| 
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First of all, prospective investors of Port Authority obligations would conclude that the 

Port Authority operation was only a first step in a process of involvement, and that 
an attempt to divert the reserves and revenues of the Authority would be certain to follow. No 
investment counsellor who has heretofore advised his clients to purchase Port Authority bonds on 
the basis of its record of self-support could so counsel them again in the face of this threat. Port 
Authority interest rates would be forced up at once and at the very minimum certain public 
facilities, for which commitments have been made with the authorization of the two States, would 
have to be abandoned because the increased cost of borrowing would put them beyond the 
possibility of self-support. 


Your Committees well know that the essence of the Port Authority has been its long tradi- 
tion of non-political corporate management guided by sound business principles in the operation 
of public facilities which have been placed on a self-supporting basis. This tradition has been 
respected by successive administrations of the two States over the past 37 years. 


The Port Authority concept is completely incompatible with a power in the Authority to 

tax monies for the raising of which it would have no fiscal or political responsibility. In 
the case of tax-supported public facilities, the determination of the many considerations which are 
involved in their operation properly lie with the taxpayers who pay for that operation. The Port 
Authority mechanism, while dependent on legislative authorization and gubernatorial control 
must weigh operating decisions against their legal, financial and economic implications to the 
Authority. That mechanism, therefore, cannot at the same time fit both a subsidized railroad 
operation and the operations of self-supporting port facilities. The Authority could not possibly 
observe two standards of management with respect to its operations. The non-business considera 
tions which are completely correct for setting policy for a tax-subsidized railroad operation could 
in no event be kept out of the agency's other operations, which would be managed by the same 
Commissioners and the same administrative staff. Thus, the ultimate result of subsidy would be 
to destroy not only the self-supporting financial management of the Authority but also its man 


agerial efficiency. 


The Port Authority is a bi-State agency. It is, therefore, inconceivable that it could be 
directed by the New Jersey Legislature to relieve New Jersey railroad passenger deficits without 
being directed also to relieve New York railroads of their passenger deficits. This is recognized 
in Assembly No. 16 which would purport to direct the Port Authority to finance, develop and 
improve the facilities for rapid rail transportation “within the Port of New York District.” The 
present deficits of all commuter railroads and transit operations in the Port District approaches 
$150 million a year. 


At the present time, as is well known to the Committees, the Port and its activities provide 
economic support for one out of every four of the 13 million people in the Port District. The 
responsibility for assuring the continued economic pre-eminence of the Port District, both through 
providing modern port facilities and promoting the port's commerce, is a responsibility of the 
very first importance to the people of New Jersey and New York. It would be a great public 
disservice to the people of New Jersey, and even to the New Jersey rail commuters themselves 
if the credit of the Port Authority — which constitutes its whole ability to go forward with its 
work of port development — were destroyed, as it would most certainly be by any attempt to 
carry out the provisions of Assembly No. 16 


We believe that as representatives of all the people of New Jersey you will be particularly 
interested in the fallacies inherent in the unsound and impracticable idea of combining the re- 
sponsibilities for rail rapid transit with responsibilities for other forms of transportation. It is 
doubtful that the proponents of this theory have given serious consideration to its implications oF 


its realities. 


Following our meeting with the Governor and the Committee on September 11, both the 
Governor and Chairman Kesselhaut stated that they would “never permit any action that might 
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(" 
tend to impair or adversely affect the efficiency or credit of the Port Authority,” and the Gove | 
added that “There is no factual background that would indicate rail facilities could be integrates 
and operated without deficits.” | 


It is our view that a sound proposal for solving the metropolitan rail transit problem exisy 
within the framework of the concept of a Metropolitan Transit District. 


Respectfully submitted, 
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(The document referred to at pp. 1915 and 1923 follows:) 
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EDWARD T. CHASE 


How to Rescue New York 


from Its Port Authority 


PA has 
T he 


neention, the 


A brilliant political 


worked splendidly lor thirty years 


en j 
niy ou Dle 


is that it's now doing the 


wrong job and stubbornly refuses to take on 


that it ought to be handling 


the urgent tash 


Wit the possible exce 
Yankees, New York's most splend 


, 


wecessful Insitutior has beer the P N 

York Authority I PA i 

gency prir y res t for metr 

New York's transportation well-being The t 

lurty vear { tr tyv-1 r itl ! 

early all be vi ge 

But, like tt Yankee t now ‘ to be 
cing | t Th ! t I 
b t | el howev I 

car it took i rd $105 million fror ts 
ties and it t ics were $60 m ! 

Ninety-five 1 I ick und busé paid 
rd bridge ind tunnel a new 
gh of 15 mi passenge 1 its air Li 

ver a mill I s took off from its bus 

erminal bout $12.5 million of its income 

ame from non-vehicular sources like its $5 
ion hotel at Idlewild International Airport 
relocated 1,800 families in upper Manhattan 
make way for the cars that will converge on 

George Washington Bridge when its new $18% 

milion lower level is finished in 1962. It even 


handled 50,000 


Animal- 


shelter in 


inimals at its Idlewild 


port, which it proudly calls “the first 
the United States built exclusively for the care 
f animal air travelers.” 

Despite these awesome tidings the PA is un 


asy. In recent months there have been demands 





} 


that Congress investigate its powers, performance 
1 tax-free status; and mass protest meetings 
11M its proposed jet airport Important 
g ips and planning organizations have called 
r a full-scale review of its responsibilities, and 
wisdom has been questioned by the press. In 
rp contrast to New York's prevailing aura of 
ficial honest ther s no talk of corruption 
rompetence On the contrary, the PA's in 

gri { accomplishments are undisputed 
Why all the fuss, then, and is it important 
\ g-time transportation buff and a native 
New Yorker, I recently set myself the task of 
ring these questions. What I have learned 
iy shed light on the mess in most big cities 
First off, I found that on its own terms the 
PA is doing a grand job. But those terms, to 


are xkeyed. The world has changed but 
PA stubbornly refuses to cope with the new 
hlen 
I heerf ports one achievement after 
ther Yet at the same time, mass transporta 


ind 


weight and 


tion serving New York is faltering the city 


foundering under the 


pollution 


of trafhe. The situation isa matter of deep con 
ce to nearly every adult New Yorker. There 
ire a few exceptions, of course They include 
Austin Tobin, the PA's executive director, and 
} public relations chief, Mrs. Lee Jaffe Talk 

with them and a PA engineer not long ago 
1 was offered a rather different picture 


his fif 


hai 


Tobin is a well-groomed executive in 


ties, whose impressive head of gray and 


forthright than compensate 


} ' 


nis 7 


manner more tor 


ather diminutive stature. He feels we should 


be grateful for heavy traffic If Thirty-fourth 


Street be in trouble,” 
now in her six- 


me that 


congested, we'd 


Mrs. Jaffe, a 


with the PA, 


weren t 


he told me lady 


teenth year reminded 
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America’s economic destiny, and indeed the 
strength of the free world, depends on moving 
cars. “Slow down Detroit, and the whole world’s 
in trouble,” she observed. Similar views are held 
by the PA engineer charged with « ymprehensive 
planning, Frank Herring. A studious and charm 
ing man, his all-absorbing concern with traff« 
flow resembles a plumber’s concern for the pipes 
in a house. But I searched in vain for the PA 
architect planner concerned with the many other 
factors besides traffic flow that go into making a 
city fit to live in 


THE FIRST 
AMERICAN 


AUTHORITY’ 





- 
H E history of the PA casts some light on 
its current emma, A quasi blic, tax 

free organization, it was created in 1921 during 


the terms of two far-sichted Governors. Al Smith 


of New York and Walter Edge if New Tersev 


to end the trouble caused by the artificial New 
York-New Jersey boundary ne which runs 
smack down the Wu lson Rive enter splitting 
the natural unity { the port An interstate 


Compact approved by Congress give the PA 





power to build, buy, lease, and erate at ' 
ull kinds of transportation fa ties within a 
Port District” running in a twenty-five mile 
radius from Manhattan's tiy It can fur 
bevond these limits if i 
legislatures ipprove an also 
yder the PA to take over any transporta 
operation they deem necessar Although tl 
has never happened, it is not because the neces 
sity has not arisen. N me has been inclined 


to order the PA around because over the vears 
it has acquired a kind of power which was not 
conferred by the Compact namely f t 

power. In the past its influence over the state 
legislatures has been used chiefly to stifle de 
mands for lower tolls on its bridges and tunne! 
These are, of course, the agency's life blood, for 
it can’t levy taxes. It can, however, borr 


money secured 


by tax exempt bonds Attracted 
by its spectacularly profitable toll operations 
the publi us of last year, had invested $920 
million in PA facilities. The press calls this 
Tobin's billion-dollar empire 

The PA is guided by twelve Commissioners 
half from each state. They are appointed by 
the Governors with Senate approval for over 
lapping six-year terms. Without exception lead 
ers in business, finance, and the law have been 
chosen for these posts. The operating head is the 


executive director. 


Since 1942 the executive director has been Mr. 
Tobin. A forceful, successful leader with a big 


say in policy, he is handsomely recompensed, his 


$60,000-a-vear salary top] the New York Goy 
ernor'’s by $10,000. And his is a very well paid 
staff \ half-dozen get $40,000 annua 1 dozen 
thers get betwee < OOo 1 < 000, includ. 
ing public relations dire Mr Jaffe, who 
makes $30,000. Her d parti il budget, ined 
dentally, is a sizable $226,000 wl t to some 
critne en x t bli rvice or 
ganization with eed j trade. The 
PA, however cor \ { tseit i a highly 
com petitiy tuat tl revenue 
raisir M ] b » for 
lab ! t eration 
inc . def PA and 
t I k t 
{ } with 
PA } ) iblic institution 
rhe P r be 
, dD New 
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! r yY es 
P I \ PA been 
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The founding ( pa [ the PA to see 
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It may operate a w k lott } facility, 
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Edward T. Chase has written extensively on 
urban planning and transportat In 1958 he 
organized a nationa nierence n these subjects 
at Hartford, Connecticut, in which the countrys 
foremost pecialist part ate , the Port 
futhority, heisal lale crealu he was educated 
in New Jersey at Lawrenceville a Princeton but 


in New York. 


now lives and tries t parr 


di 
ef 


m 


br 
te 
fo 








PORT 


OF NEW 


even equipment unknown in the ‘twenties. Its 
duty is to maintain the overall transportation 
eficiency of metropolitan New York 

How has the PA chosen to interpret this 
mandate? 

With his staff of 4,400 peopl 


bridges and tunnels for motor vehicles: five air 


Tobin runs six 
terminals six marine terminals; two terminal 
for over-the-road trucks, one for less-than-carload 
rail freight; and one for buses 
absent from the list are bus lines 


Conspicuously 
subway com 
muter railroads, major highway., or, with minor 
exceptions, parking facilities. In short. the PA 
has made an arbitrary selection of transportation 
facilities. This fractional approach is the basis 
of the PA's financial success and the key to its 
overall failure 

Obviously the transportation systems the PA 
disclaims are no less important to the region's 


mobility than the enterprises it has favored 


Indeed, a balance of diversihed transportation 
systems is essential to the survival of a modern 
metropolis Iwo years back, for example, my 


fellow transportauon buff, John Snyder, warned 
ina Harper s article that we'd better stop treat 
ing transportation as a 


or else.) 


disconnected patchwork 


THE SACRED BONDHOLDERS 


™~ 
VEN Mr. Tobin 


_4that New York needs mass transportation 


m occasion has conceded 


Perhaps he has been moved by the vision of his 


tunnels swamped by the traffic that 


bridges and 


lon u 


would descer hem should the « 


1 ty 1} ' 
ansit lines actualiy qui as has 


railroads 
been often threatened. At times he has even 


stressed th 


ie inte lependence of the port's trans 
portation facilities This was not, however, the 


official pos tior 1 year or soa 





» when a bill be 
fore the New lersev legislature pl posed forcing 


the PA to run a 
lengthy PA brief rid in part 


uburban transit system. The 


The theory of transit “integratior 


be based on the principle that | bringing 


about a complete integration of responsibili 
ics Of intra tropolitan transportation in 
the New York-New Jersey metropolitan area 
most of the serious transport problems can 
magica be solved Its devotees are im 


bued with excitement of 
those who years ago became enamored with 
the mystic [sic] of And like 
technocracy” the concept of “integration f 
transit is based on a 


something of the 
technocracy 
number of important 


sumptions that are 


{sic} not been 


wholly implicit ind | 


ybjectively analyzed 
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The illiteracies and irrelevances aside, the 
statement conflicts with every responsible analy- 
sis of the urban transportation plight. Like most 
PA literature, it is neither unbiased nor scholarly 


Instead it is an ex parte 


urgument by “realistic 
business minds bent on upholding their anach 
ronistic status quo They are against an in 
tegrated system only because their toll revenues 
would be used to help support other necessary 
transport facilities, not because integration isn’t 
desirable. Obviously it is 

Commenting on the PA's refusal to assume 
responsibility for any transport facilities except 
its own, the respected Regional Plan Association 


“The PA is like a 
Only 


observed the other day 
work horse that won't take its blinders off 
the state can change this 

Despite survey after survey and impassioned 
recommendations, transportation in the metro 
politan area is left to a mélange of conflicting 
authorities, state, city, county, and town depart 
Long 
time consultant to the PA, Wilfred Owen of 


Brookings Institution, is perhaps the nation’s 


ments, railroads, and transit companies 


outstanding urban transportation expert 


Building a transportation system under these 
conditions,” he says, “is like trying to build a 
house with the carpenters, bricklayers, electri 
cians, and plumbers all working by’ separate 


plans 


What lies behind the PA's animus against a 
comprehensive approach to the transport prob 
lem? Tobin often refers to the PA's “very full 


powers” to take on any kind of transportation 


it chooses to. At the same time, he confides to 
his audiences, in a display of self-assurance that 


is not altogether endearing, that the PA 


matching the high level of private business man 


while 


wwement talent, must also be informed with a 


superior sense of responsibility to the public it 


serves, presumably beyond the reach of average 
pe mticians 

However, it turns out that this lofty ideal is 
secondary to something else, namely, an almost 
transcendental sense of obligation to the PA's 
bondholders 


can ” 


Accordingly, only such enterprises 
undertaken as will enrich it or, at the 
very least, not disturb its credit standing. Be 


yond all else, this is the number one guiding 


Tobin and his 
issioners are in full agreement with Robert 


Moses, chief of the Triborough Bridge and Tun 


principle of every PA action 
Cor 





which has no connection with 


the PA but shares its philosophy Financial 


nel Authority 


folly,” said 


Moses when questioned about using 
toll revenues to help New York's desperately- 
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New York to the competitive disadvantage of 
other American ports, 


instance, the Se. I 
spends a million dollars a year on New York 


it fought strenuously, for 


against awrence Seaway. It 


yade-promotion offices in cities here and abroad 
It is appropriate that a national body determing 
| whether 
| grved by these 
most regional authorities, the PA 

arge and powerful that its progran 


best 
inlike 


rown $0 


the national interest is being 


issorted activities. For 
h as 


affects the 


whole nation 


| In the past, its autonomy and freedom frora 
golitics have been virtues. But such privilege 
qrries great esponsibi ity \ dogmatic indiffer 


ee to problems of commuter railroads and 


pervades the pr 


pronouncements of 


rapid transit 


Tobin and of Robert Moses (who is never loath 


10 speak ex cathedra for Tobin's empire although 
There 


Port Authority 


ong comprehensive view of 


it is separate from his own is good rea 


wn to wonce whether the 


take the 


can 


any longer 
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PA redefine its 
of the 


perhaps foolish to hope that the 


wn role. It is, for one thing, a creature 


iutomobile economy,” which lifted it from ob 


curity to renown in the 1940s, as a torrent of 
cars poured through its toll booths. Sheer 
ume of traffic is its gauge of success. This is 


vhat pays the interest on bonds, builds up hefty 


reserve funds to ease the banker-commissioners’ 
VOT! ind pay handsome staff salaries 

I ther planners. however. the experience of 

¢ } beer »berin Watching every 

new rter highway become mediately over- 

led, tl now ccept as axiomatic the fact 

it Ww uls, bridges, and tunnels stimulate 

new trafhe. Without land-use planning the fa- 

rapidly become obsolete, precipitating an 

ipparent need for nore new highways—ad 

rt m 
Ihe fact that facilities beget the need for 
we facilities does not disturb the enginecring 


mind. Lacking the planner's vision, it can con- 





ts role ve of nothing more important than traffic flow 
The quarre! over the New Jersey jet airport Congestion is indeed a virtue to the trafh« 
which has caused perhaps unwarranted irrita I wer oF 1 law like Tobin who relies 
ion, is. a case in point) Many aviation men ques ng « insel. New York City’s Trafhe 
tion the validity of the PA's case but concede Commissioner, T. T. W ¥, is another fine ex 
tisa difficult question calling for expert judg unple. He hopes to build fil een parking garages 
ment. Yet, to the consternation of the indust ng $5 rn ion strategically located to at 
the PA presented its proposal before even con 0,000 more cars daily into the heart of 
ating the airlines. This came about, to be sure M vy the conge 1 area in 
because the PA was forced to issue its report 1. But the gged city and roadside 
orematurely alte reporters got w nd of the ro Diig that smay resice ind planners are re 
posal But the PA now refuses to admit this and ert ed in the engineering mind as “desir 
leclines to budg« b centratior 

In view of this self-righteous rigidity, it is Most bus men have yet learn that trafhe 
ie wwst remember, \ (167 uy not Indeed, wh ? The tolls \/The important thing \ (I agree. A new | 
gettlemen, that the || bulla a few woald beost our credit ret ng} is | to pick our invest on will ) 
menses canmace is ) \ roa Thru- and show that a public ments wisely and not Coneesss 
dit a relatively new) | ways, cheps7/| SERcy CAN make money // let ourselves be s es 


\ wetion . ‘ 
ay —~\ / ’\ Principles 
' Which needs : 
our hep and 
prot ection 
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jams threaten their own economic interests 
The engineers and financiers who dominate 


Port technicians, ab 
sorbed 


Perpetuation of the Port Authority is their prime 


Authority thinking are 


with their bridges, tunnels, terminals 


goal. But this was not the intent of the Port 
Compact. It envisaged a very different kind of 
body dedicated to the Port District's overall 


economic well-being, using transportation as a 


means not as an end. 


A NEW AUTHORITY? 


O wretched is New York's traffic and mass 


kJ transportation plight that many citizens 


consider it hopeless. Apathy and confusion pre 


rk Times 


vail. As an example, the New Yo which 


generally laments trafic congestion, endorsed the 
Wiley midtown garage scheme. Lewis Mumford 
New York 


new 


the sage of upstate Amenia is practi 


cally alone in warning that rights-of-ways 
for cars don't necessarily increase urban mobility 
Demonstrably they spoil what recreational and 
rural amenities still remain in the metropolitan 
hinterland 


This 


now know enough to do better 


insufferable because we 


And 


going transportatior 


situation 1m so 
n the Port 


Authority we have a huge 


ganization that should logically set abou 
loing it 
But to continue in its present pattern an 


nly spell disaster. It would be catastrophic for 
New York to place all reliance on automotive 


; 


transport as, for example, Los Angeles has done 


Conversely, rail tr ansport is adapted only to mass 
movement of travelers in a short period of time 
A metropolitan area requires a rational balance 
of travel, including walking 
office space bu It n 


since 1947 


f all means 
million square feet of new 


New York 


creating pedestrian congestion 


nidtown ncidentally, is 


that rivals the 


vehicular jam 


Just what this balance should be depends on 


many criteria, not simply trafhe flow The 


reas iS important 


preservation of residential 


ncluding space for schools and parks These 


tors must be weighed along with the trans 


portation needs of the commercial 


PA thinking. As Mum 


ind industrial 


interests that dominate 


ford and Owen have shown, transport facilitic 
interact with every aspect of rban lif and 
growth 

How then can the New York region reinvig 
orate its decrepit commuter ratlr ls and 1 
transit to achieve a ration balance It 
services are not likely to become ibstantial 
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money makers For example 


Philadelphia jg 
experimenting with reduced rail fares and im 


proved equipment in a nervy attempt to attrac 
new riders and discourage driving to work. With 
the city has guaranteed 


to make up the operating losses which continue 


In passengers) 
The passenger-carrying railroads have never 


commendable realism 


despite an. encouraging increase 


the shift to the five-day work 
week, which eliminated one-sixth of their load 
Ac the the ICC, t 
ing public, has held 


improvements in equ 


recovered from 
protect the travel. 


to support 
pment or to keep pace with 


same time 
rates too low 
inflated operating costs. Finally, the private 
rights-of-way 
delivered all but the 


in fact, have 


motor vehicle, which enjoys tree 


ancl other subsicies, has 





their commuters, who are “dp 


mint” passengers (a quarte of a million of them 
1 the New York area But nearly all the week 
end, holiday, and off-hours travelers are now 
motorists. The PA by sticking stubbornly wig 


accelerated this wend 
the termination of 


self-chosen assignment has 


to a point where pet mms tor 


} 


rail service have become commonplace 


On an average business day, 3.5 million people 
Manhattan.® This 
than in 1948, reversing a long 


519,000 rubber 


enter central and downtowr 


+ 10 per cent lewer 


ipward 1 new higl 
wheeled velicies was reported $7,000 more 
than in 1948. I i ur less than a third 
he number of passeng« carried in 1927 weed 
he Hudson Tulx f service between New 
York City New lerse nder the Hudson 
River Quite evidently the PA leference to 
Automotive trans ha had a tremendow 
effect 
W ha paid ! ir preference for 
nutomobi i ts but also 
blighted a ‘ leci ted residential and 
park areas Am tl t il wam 
portatt emai ot ! tance An 
express highwa Na e-tenth the 
} rly passenget ad i bie mas 
transit system. The PA f cars and 
bu + Ww ! iT i impossible 
burden without Ne York ways and sub 
urban wains 
So—like it ri PA ! 1s now 
engaged in the mass-transp I restingly 
Tob f mn on this 
ter wi I ! The PA, he 
I d, mig be g } in tt railways # 
as the sta inderwrite dehetts an 
* “Hubl ! I \ ropolit 
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grantee the bonds that must be issued to re- 
suscitate the railroads financially. This was a 
surprise after long years of very different PA 
propaganda But he persisted, saving We'd do 
a better job than most people in the railroad 
business.” The idea was put a bit differently 
years ago by the gifted lawyer who worked out 
the original Port Compact, Julius Henry Cohen 
Referring to the PA's career of uninterrupted 
success, he said, “Handed a lemon, we'll make 
lemonade out of it 

Surely this is the treatment New York's rail- 
roads need. Tobin's apparent change of heart is 
encouraging; it may mean that, as they say in 
sporting circles, the opponents are getting to him 
He has not suggested, however, that the PA's 


general pooled revenues from all its facilities 


might be tapped to assist the railroads.) Of course 
' 


hirector ccon 


} 
| 
a 


a private comment by the PA's « 
plishes nothing in itself. Formal action is 1 
Specifically the following steps seem to be in 
order 

(1) The PA must be reorganized to fulfill its 
original mission It must be directed to take 


responsibility for all systems of 


tr insportation 
within the area, and strive for the unity that was 
the goal of the Port Compact. Its pooled re 
surces must be used to bolster all essential 
wansport, including rails. (Reporters who have 
covered the PA for years find its finances formi- 
dably abstruse. I haven't the competence to judge 
whether its reserves are excessive and its fiscal 
policies absurdly overcautious, as alleged.) In the 
face of a bona fide railway and transit 

PA has remained immobile. It must be goaded 
into action. In assuming responsibility for all 


wansportation the PA will acquire some non- 


elfsupporting enterprises. If deficits result the 
sates’ public credit and funds must be used to 
protect the PA's bondholders 

The commuter railroads would contract with 
the PA and operate under its direction within 
the New York metropolitan region. The Com 
pact must be amended to include Connecticut in 
what is now a tri-state region. Thus the New 
Haven Railroad as well as the New and 
New Jersey commuter lines would qualify for 
fmancial aid from pooled resources under a fair 
formula. The “new PA would logically absorb 
the Tribor: ih Bridge and unm Authority 
ad the Transit Authority 

(2) With the PA responsible for all trans- 
portation in the area, a comprehensive long- 
tange transportation study must be made of the 
mire tri-state metropolitan region. Federal aid 


bavailable for it. Chicago has a study under way 
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as do Philadelphia, Detroit, St. Louis, Washing 
ton, and Pittsburgh 


From such a study we may learn, among other 


things, how best to use the pricing mechanism in 


transport. Parking charges, for instance, can be 





manipulated so as to encourage « 


parking ire mm the 


their cars in new public 


city’s periphery and use mass for the f l 
leg into midtown or downtow I moderat 
the pe ik-hour crush on express‘ I lve and 
tunnel tolls might be lowered during off-hours 

Similarly, graduated fares might t ed 
in the subways. It is uneconomic to maintain 
immensely expensive equipt ! un I y { 
the time ' it nee 1 +f . } 1, 9 ' 

ng uid evening N \ kK ! f 

I ‘ ! i I t i i¢ i | v le 
i further a ravatio t lequa 
average reve per passenger \ 
jue e the N York 7 it A 
the biggest it tl ew's f 1 del S 
} yf costing $100 } 
ervice 

\ . hye 1 * ' 

— Probably | } } ¥ 
‘ be ne $s I fares 
Inf 1 ! led ab 

gher far force ite 
create mor ific j \ ‘ 
Tie , } ! } } 

' 
f 1. f ’ . on bas ! 
. , ! = 

f ed f +} } f 

' et —o } 


would in due 


3) Hopefully the new PA 


course zero in on the toughest problems, with 


daring and imagination. | vuld exper 

h transportat ' roning wheret ¢ f 
supreme neestior nd fabu hor } : 
mid Fifth Avenue New York 1 be 
re 1 for necest ' Ar ts <l at 
the peak-hour crush, the PA might promote stag 
gered working hours for busine 1 lust 
It would thoroughly ex; re tl t rf 
physica ntegration of the commuter and sub 
wa ne s has been done to exte 
Bostor This might well involve extending New 
York City’s present rapid transit through a 
new Hudson River tunnel to connect with New 
Jersey's commuter railroads and with its highwa 
terminals Such a plan was recommended in 


1957 by the New York Metropolitan 


Transit Commission and explored by the P 


- 


itself many years ago although the resulting plan 


was consigned to the dust bin because among 
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ther defects it was rt cll liquidating”) 
The new PA must be alert to innovations jp 
transportation techt my. It would be a service 


to every Major city world lor exampk if 


i definitive judgr e mad nm the merits 
{ monorat I} kind of railw in which car 
nov I t mm ve Ona ible tr wks but on 
gle ( | 1 by pylor s he 
ved b cl j ! be gi hye iper 
f r, quicter s obtrusiy ha nventiona office 
i Oppon that monorai tems ar presi 
1 costly over since they wont integrate with | 


x ng rf r us 

{) Obviously the kind of transportation 

agency needed in the New York region (as well 

as elsewhere) calls for a change in the PA’; | 

Commission. | ud cn Wi | 
} 


More imy 


I 1 wr 
“ ‘ { statur 
tg ct Thus reor 
PA ta ha 
\ we j \ ' 
} . k would 
ba I ping 
p» ! j ire cor 
g n 1 prese s. The 
PA 1 g 
‘ wf } is 
ct . Sta P \ h would 
rdina i it regiona 
level pment I PA it }u dt play 
ball w thi ie 6 9 ' : 
tior m f the . 
All these q i i st pres 
that w face ut {1 Am 1 in the m 
media cars ahea Ir past n has tox 
fter waited t ich as 
frightful k t ! back 
the moril i I g Island and the Jersey 
Central silroads. If mistructiy riticism of 


the PA sparks action in New Y k, the whole 





i n stands t rain. Given the rt of af 
aroused community 1 reformed Port of New 
York Author ild be the chief agent in ar 
resting the present lec f the country’s great 
est metre politan area 

Hart { June 1960 
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office of 
president 


CHAMBER OF COMMERCE OF THE BOROUGH OF QUEENS 


NEW YORK CITY 


June 14, 1960 


Mr. John Fischer 
Editor in Chief 
Harper's Magazine 
49 East 33rd St. 
New York 16, N.Y. 


Dear Mr. Fischer: 


I am amazed to read in the June issue of Harper's an 
article entitled "How to Rescue New York from its Port Authority." 


On the contrary, may I venture the opinion that the 
Port Authority's type of efficiency and management, if applied to 
most departments in New York's administration, could rescue our tax- 
payers from a growing mountain of taxes, could effect a reduction 
in such taxes, and ease future City budgetary problems. 


In fact, I consider this the greatest challenge the 
Port Authority could undertake: management and operation of the City 
of New York. I would heartily recommend it. 


I am amazed because I feel that the pages of Rarper's 
have been used for a somewhat distorted and malicious attack on a 
fine public agency. 


Certainly, I feel you should have identified the author 
as a Vice President of Cunningham and Walsh, a rather large advertis- 
ing and public relations firm and his “fellow transportation buff, 
John Snyder" as Chairman of the Board and President of United States 
Industries, Inc., which manufactures among other things, steel for 
railroad cars. Might not this have colored the views of the two 
gentlemen? 


68911 O— 61— pt. 2 51 
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Mr. John Fischer 
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June 14, 1960 


(T 


commie 


oe 


Needless to say, we here in Queens are well acquainte; | 
with the achievements of the Port Authority. Certainly, La Guard, 
and New York International Airports which it operates in Queens 


County are indispensable. 


I'm sure you will agree with me that the Port Authority 


should be given space in your estimable publication to reply to th, 


charges--if I may so label then. 


Sincerely yours, 


IRA HB, GENET 
President 


nowane 
cuamee 
wo eanr 
youur™ 
gerare 
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August 17, 1959 


ie. Delmont K. Pfeffer 
Vice President 
Mational City Bank 

55 Wall Street 

Wew York, New York 


age, I diecussed the importance of industrial rentals as incidental revenue 
sources at various Port Authority facilities. At the time, there seemed to 
be some sentiment that the Port Authority's financial condition was such 

that we could with prudence decide to forego the further development of these 
incidental revenue sources. 


I am, therefore, enclosing s breakdown by source of the 1958 income 
received from the Port Authority Building, the Port Authority Bus Terminal, 
the New York Motor Truck Terminal and Teterboro Airport. You will note that 
commercial and industrial tenants accounted for $1,822,227 of gross revenue 
out of a total gross revenue of $4,189,675 at the Port Authority Building; 
that they amounted to $83,581 at the Bus Terminal, a major portion of which 
comes from the rental of office space to American Machine and Foundry 
Corporation; that at the New York Truck Terminal, rentals amounted to about 
one-third of the gross revenues; and at Mew York International Airport, 
industrial reatals ameunted to $321,629 in 1958. 


The Teterboro figures, which I had in mind and referred to during 
the course of ewr lumcheen, are in the form of budgeted and ferecasted opera- 
tag results, both present and as forecast over the next ten years. The 
figures are given both with the comtisuance of our industrial development 
program at Teterboro and without that program. Yow will note that with the 
coatinuance of that program we have some hope over the period of the next 
tem years of bringing Teterboro to a break-even position. Witheut the de- 
velopment of industrial revenues, the present deficits will comtiaue to mount 
and would reach annual deficit figures that, ia my opinion, the Port Authority 
would not carry. In ether words, the decision to forego the development of 
industrial revenues at Teterboro would iavelwe a decision to abandon the 


Dear Pfeff: 
At our lumcheon meeting at the Wall Street Club several weeks 





PORT OF NEW YORK AUTHORITY 





THE PORT OF NEW YORK AUTHORITY 


Mr. Delmont K. Pfeffer -2- 


August 17, 1959 


Airport and sell it off. Since this is practically the only airport in the 
Metropolitan region which is open to private flying and flight training, it 
is our opinion that its closing would net be in the public interest and, ip 
many respects, would be a tragedy for future development of aviation. Hoy. 
ever, as an agency whose scope is limited by the test of self-support, | 
woutd not think that we could prudently ask the users of the bridges and 
tunnels and of the other airports to carry a three-quarters of a million 
dollar annual deficit om Teterboro. 


Sincerely, 


Austin J. Tobin 
Executive Director 





Veh 
Vell 


Po: 


Ot! 





PORT OF NEW YORK AUTHORITY 


PORT AUTHORITY BUILDING 
ANALYSIS OF GROSS REVENUES 
- YEAR 1958 - 


port Authority Use & Occupancy 


$1,044,950. 


Inland Terminal Railroad Use 
Railroads 
Railway Express 
Lease of Platforms to- 

Pan Atlantic & Interbor: 
fmmercial, Industrial 
& Other Tenants 


ther: 
Port Authority Occupied Space: 

Utilities, Janitorial and 

Office Services $886,399. 
Other utilities, 
expense 


recoverable 
and miscellaneous 
items 


Total 


Gross Revenues 
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PORT AUTHORITY BUS TERMINAL 
ANALYSIS OF GROSS REVENUES 
- YEAR 1958 


Bus Companies 
Office Rentals 
Consumer Services 


(includes auto parking) 


- utilities, recovered expenses, etc. 


Total Gross 








Pru: 


> 1,383,858, 


83,58], 


1,597,488. 


176 724, 


58, 


PORT OF NEW YORK AUTHORITY 


NEW YORK TRUCK TERMINAL 
ANALYSIS OF GROSS REVENUES 


- YEAR 1958 - 


muck Terminal Operations 


cmmercial and Non~Truck Activity 


Total Gross Revenues 


581, | 





1955 


$ 236,266. 


129,687. 


$ 365,953. 
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(The document referred to at p. 1923 follows :) 


By Commissioner Beckman : 

Whereas the Port of New York Authority has, for many years, used large 
tracts of land in Jersey City for the conduct of its operations free of realty 
taxation; and . 

Whereas by reason thereof the city of Jersey City has sustained and will in 
the future sustain large annual losses of tax revenues formerly derived from 
gid tracts of land and the buildings erected thereon : Now, therefore, be it 

Resolved by the Board of Commissioners of the City of Jersey City, That the 
port of New York Authority be and it is hereby requested to pay to the treas- 
grer of the city of Jersey City the sum of $10 million as reimbursement for 
aid past and future losses of tax income; and be it further 

Resolved, That a certified copy of this resolution be transmitted to the Port 
¢ New York Authority together with a demand that negotiations be entered 
into forthwith for the purpose of securing to the city of Jersey City reimburse- 
ment for tax revenue losses as aforesaid 

This is to certify that the foregoing is a true resolution passed by the Board 
f Commissioners of the City of Jersey City at a meeting held on September 8, 
1960. 


City Clerk. 
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(The document referred to at p. 1923 follows :) 


The Port of New FoGpAuthority 


‘ ) Baclecsed ic am important letter 
eeaserning The Port ef Hew York Authority's 
Govelepusat of Teterbere Airpert which we 
Sele weeld be of fiaterest te yeu. 


duetia J. Tobia ’ 
Buecutive Director 
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THE PORT OF NEW YORE AUTHORITY 
mt Ci ghth Arenae als, th “rer? New Uerd ny 


Mie wy a 5 1008 


SReCerive ovrersess 
lhe alt s Fubom 


sneeurwe Qwecres 


april 27, 1959 


Gillies R. Quith, Esq. 

fxgeutive Administrator 
beard of Chosen Preeholders, County ef Bergen 

Mataistrative Building 

Inckhensaok, Hew Jersey 


beer ir. OQmith: 


This bes reference to your letter of April 17, 1959 regarding our 
plans for the ceastruction of om industrial building et Teterbere Airport. 


We are proceeding with the construction of « single-stery, 133,000- 
square foot general purpose building on « ten acre site in the southerly portics 
of ee Airport. The building, which will be completed early in 1960, has 

been leased to the Jersey Screen and Store Window Company, lac. This fire, 
ich manufactures metal windows and doors, will eaploy five hundred people 
st om estimated ammual payroll of $2,500, 000 im the Teterbere Airpert aaa. 


The presse report euch as the one which you enclose, as well as the 
tesolution adopted by the Borough of Carletedt, poses the problem as te 
Wether the Port Authority is justified in making incidental uses at Teterboro 
Airport of areas which aust be included within the airport beundaries, bet 
wich wuld otherwise remain vacant and unproductive, for revense produciag 
perposes so that the air terminal any earn sufficient revenues to be self- 


sustaining. 


Teterbore, as you know, is one of the four metrepeliten airports 
operated by the Port Authority wader the autherity greated to it by agreemeat 
Netween the States of Hew Jersey and Mew York set forth in Chapter 43, Laws of 
iu Jereey, 1947 and Chapter 802, Lewe of Mew York, 1947. 
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Williem R. Smith, Esq. -2- April 27, 1959 will 


As you know, the safe and efficient operation of a modern airport 
requires runways, taxiweys, terminal facilities and extensive surrounding air 


spaces which, in turn, require large land areas Rigid control of land use jy publ 
the areas alongside and between runways and approaches is essential in the give 
interest of air navigation Our Master Plan for the development and operation of d 
re of Teterboro Airport required, among other things, the extension of the run- wth 
ways and the installation of approach lighting lt was for this reason that is ¢ 


the Port Authority enlarged the airport {rom the 453 acres in the Boroughs 
of Teterboro and Moonachie at the time of its acquisition, to 864 acres, by 


the inclusion of additional areas in the neighboring communities of Moonachis oyst 
and Hasbrovck Heights. No part of the alrport is located in the Borough of perf 
Carlstadt. Nor is there any intention to extend the airport beyond its fort 
present boundaries into that commnity or any other adjoining community. New 
Deve 
It is on @ portion of ihis airport property located in Moonachie that | /butl 
the Port Authority has contracted to build a one-story industrial building atr 
which has been leased to the Jersey Screen and Storm Window Company. Because of b 
of the location of the tract with relation to the runways at the airport, the emp! 
height of the structure is Limited to twenty feet and the Cenant may not utilig | mete 
any of the air space above the structure Thus, the land on which the building 
will be erected will continue to serve the aeronautical purposes for which it 
was acquired and at the same time, notwithstanding the restrictions itmaposed, alf 
produce revenue to support the airport Furthermore, the land and building thro 
will remain completely subject to our control so that if seronautical develop alte 
ments in the future warrant it, the lease may be termineted publ 
alte 
As you know, the legislation authorizing the Port Authority to effe- able 
tuate and operate air terminals in the Port District was preceded by coupre- 
hensive and detailed studies by the Port Authority of airport financing. These 
studies were made at the requests of the Cities of Newark and New York Chat the | sent 
Port Authority submit proposals to these cities for financing, developing and part 
operating their qunicipsel airports Since these studies indicated that eirpors | grou 
could not be self-supporting (the Port Authority could assume responsibility fx | san 
them only if they could be made self-supporting) on aviation revenues alone, | 
it followed that other revenue sources were essential! to Port Authority opers 
tion. There were only two available sources, (1) the consumet services so bast 
meceseary and desirable for service tc the public using the airport, such as stan 
restaurents, drug and apparel shops, Sa.ber shops and the Like, and (2) «@ rest 
development of the large land areas between runways and approaches which, of 
necessity, ere par. of the airport but which would otherwise lle fallow. 


Consequently, in our proposals to the cities we noted that there would be arem | tot 
available on the airport for light industrial development which would not com of @ 
flict with the aeronautical use of the airport repr 
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villies R. Smith, Esq. -3- April 27, 1959 


Our studies and proposals were the subject of exhaustive debate ina 
public hearings before the governing bodies of the aunicipalities end were 
siven wide press coverage. All of such material was before the legislatures 
of both states when, in 1947, they adopted the legislation enabling the Port 
thority to acquire and operate air terminals within the Port District. This 
ip the legieletion under which we escquired and now operate Teterboro Airport. 


As you know, Teterboro Airport is an essential link in the regional 
system of Port District airports which the Port Authority provides, and is 
forming « needed service to the entire Port District, as well as to 
forthern Mew Jersey. Indeed, in a recent report entitled “The Economy of 
lew Jersey,” 1958, prepared for the Department of Conservation and Economic 
Development of the State of Mew Jarsey, it is said: “Its (Teterboro's) contri- 


/ytion to the economy of New Jersey and particularly the Mew Jersey-Hew York 


mtropolitan area will continue to increase with the rapidly growing importance 
of business flying.” It provides employment for close to 700 non-Port Authority 
employees, many of them from local communities, wth « totel payroll of epproxi-— 
wtely $4,000 ,000. 


The plain fact is however that Teterboro Airport today still is not 
wlf-eupporting by a substantial margin. It can be made self-supporting only 
through full development of ite incidental non-avietion revenue potential. The 
slternatives to be faced clearly would be the abandomment of this important 
public air terminal or direct support by the taxpayers. The first of these 
alternatives, obviously, is not in the public interest. The second is undesir- 
able. 


The Port Authority, ia effectuating the non-aviation revenue devel op- 
ment program which is indispensable to its self-supporting eirport progras, 
particularly as it applies co industrial development, has adopted several basic 
proud rules. Every proposal is examined carefully for compliance with these 
standards, which are: 


First, such industrial project cannot in any way interfere with the 
vasic purpose of the airport or its future development for such purpose. This 
standard alone dictates stringent area and height limitations which severely 
restrict development. 


Second, the Port Authority will not, in computing rentels applicable , 
toindustrial projects, pass on its tax exemption to «a tenant. In the case 
of every such proposed tenancy an increment is included in the rental which 
represents a tax equivalent that the tenant would bear if renting from 4 private 
landlord. This is not only dictated by the basic policy against passing on our 
tz exemption, but by simple economics as well. Yow will recall that in our 
irports we are not only a landlord but also furnish many of the services 
tormally furnished by a municipality, f.e.: police and fire service, road con- 
itruction and maintenance, the installation and maintenance of utility lines. 











1962 PORT OF NEW YORK AUTHORITY 


Williem R. Seith, Esq. a April 27, 1999 
wil 
Third, in any case the rental must be reasonably equivalent te the 
“going” reats in the ares for similar facilities. | = 
4 
Tt has been said, howewer, that the Jersey Screen and Storm Windoy os: 
Compeny renta] is below market. This is not a fact. The Jersey Screen end 
Storm Window Company annual rental is based on a formule of 12 1/21 of con- tor 
Struction costs. The successful bid on the comtract for the constructton of | ~ 
thie structure wes $890,800, or $6.69 « square foot. Applying the rental ~ >| = 
formule to this construction cost results in an annual rental of about 63¢ , 
@ square foot. - 


Vor comparative purposes may we refer you to the recent industrial] 
rental of the Parke-Davis Company on Route 46, Teterboro. This structure is 
@ substantially more expensive type of construction then the Jersey Screen and 
Storm Wiadew structure. Despite this fact, Parke-Devis is paying om the averag, 
including taxes, only 83¢ a square foot for the firet 25 years and a cut rate 
of We « equare foot plus taxes for the next 10 years (or about 4% of construc- | 
tiom cost). Im contrast, for a considerably cheaper structure, the Jersey 
Screen ead Storm Window Company is paying us at a straight rate of 83¢ a square 
feet for W years with no renewal option or right (om the contrary, the Port 
Authority emticipates em annual rental thereafter equivalent to or higher the 
that presently fixed). 


Since the Borough of Carletadc's resolution does not mention this, | 
should like to point out chat under the bi-state legislation, the Port Authority 
ie making annual payments in lieu of taxes to each of the municipalities ia which 
Teterboro Airport is located, as well as to the County of Bergen, as follow: 





Moomachie. ... aniaucveatia 11 es 
Hasbrouck Met ghte. ate: ani dei daall 1,036.63 
Teterboro. ... ame bd beeen 12,767.81 
eT ee eee 8,798.52 


The foregoing payments represent the maximum payments which the Port 
Authority can make wader the lew. Each payment represents the emount which the 
municipality was receiving as taxes on the property acquired by the Port Authority 
iemediately prior to its acquisition. The two States authorised such payments 
te the end that municipalities may not suffer any undue loss of tames and assent: 
wents by reason of the acquisition and ownership of property therein by the Port | 
of Bew York Authority. 


Typically, in Moonachie the land acquisitions by the Port Authority 
included improved parcels which had required the normal fire and police service 
by the community. Fire hydrants and electric light standards were located oo 
the streets within the ereas acquired. These had to be maintained by che Borough. 
The streets had to be maintained and repaired by the Borough. However, a6 @ 
result of their acquisition by the Port Authority, the Borough was relieved of 
all ef the expenses in connection with such services. Thus, the Borough on the 
one hand has been relieved from all of its municipal responsibilities with 
respect to such property and, om the other hand, has been and is still receiving 
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som equivalent to that which was being paid by the private owers as taxes 
prior to acquisition by the Port Authority. 


I therefore think you will agree that it is in the public interest 
for the Port Authority to continue with ite efforts to develop incidental 
revenues to help carry Teterboro Airport. 


Should the Freeholders desire any further data, I will be pleased to 
furnish you with it or to discuss this matter with the Board at any time. 


Sincerely yours, 


Austin J. Tobia 
Executive Director 
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NEW YORK, N. Y., March 1, 1937. 


To the Governor and the Legislature of the State of New Jersey: 


Pursuant to Chapter Joint Resolution Number 6, Laws of New Jersey 193%, | 
the Port of New York Authority was instructed to study and report upon the 
development of transportation facilities for northern New Jersey. A survey hay 
been made of the engineering and financial problems involved. Facts have been 
assembled, correlated and analyzed in the light of the best available technica 
knowledge and experience, and with due consideration to broad social and economic 
factors. The findings, conclusions and recommendations are submitted herewith, 


L OBJECTIVES: 


, The purpose of the study has been first: to determine the extent to which 
rapid transit facilities for northern New Jersey are necessary and desirable, and 
second : to formulate a feasible plan for the creation of such facilities. 


In cooperation with the railroads and local public transit agencies th 
Port of New York Authority has for many years studied the transportation 
needs of the entire Port District. The requirements of northern 
New Jersey have long been a subject of consideration, with as | 
reference to the desirability of improved means of travel 
this section and New York City. Existing facilities in northern me | 
Jersey do not provide the commuting population with the convenient, rapid and 
frequent service available in other sections of the metropolitan area.[A real demand 
now exists for speedier and more convenient access to Manhattan, and there isa 
growing demand for better intra-state transit. An adequate system of suburbed| 
transit would meet the needs of northern New Jersey, and should, at the same 
time, be capable of expansion which would extend its benefits to areas throughout 
the state. Experience has shown that the sound development of transit facilitie 
adds millions of dollars in economic value to the communities served. Thus, it it, 


evident that the dev: | Oe et ee es 
will meet_an existing need for the district, that it “will 
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means of improved communications for the State, and prove of economic benefit 
to the various communities. These results will contribute to the sound development 
of the Port District as a whole. The development of rapid transit facilities for 


| gorthern New Jersey is necessary and desifabte. ate 


[L ECONOMIC PROBLEM: 


A sound rapid transit program for northern New Jersey can be developed 
only if the economic factors involved are clearly analyzed and understood. Respon- 
sibility for the development of interstate transit facilities will rest with New Jersey 
since the rapid transit systems of New York will not, in accordance with the policy 
of the city, be extended beyond state lines. 


A major consideration is the cost of developing and operating the required 
facilities as compared with potential revenues. The engineering problems involved 
are relatively conventional but any adequate plan will require a large capital in- 
yestment for the construction of additional Hudson River crossings and for the 
acquisition and development of existing or new rail facilities and equipment. The 
new capital required for these purposes is estimated to be $187,500,000 for the first 
stage of the plan hereinafter described. Annual interest, amortization and operat- 
ing costs, exclusive of taxes, are estimated at a maximum of $14,290,000. 


Passenger fares will be the principal source of revenue. Depending upon 
whether the transit system receives these fares in part from the railroad, in part 
from the passenger or in part from some other source in the form of a subsidy, 
will determine the number of persons using the system. Potential income may be 
estimated on the premise that the new transit system will receive the same fares 
as are now being charged by the Hudson & Manhattan Railroad for comparable 
services. A variety of arrangements may be negotiated between the railroads and 
the transit system. Based on five possible plans presented in this report, the antici- 
pated revenue from all sources ranges from $8,900,000 to $13,800,000. 


On the basis of the foregoing figures, an annual deficit ranging from $5,300,- 
000 to $417,000 is indicated, depending upon the extent to which the deficit of the 
transit system will be absorbed by the railroads, paid by the passenger or made up 
from a subsidy. If full federal, state and local taxes must be paid, this deficit will be 
increased by $2,481,000. If the commuter can be induced to pay higher fares the 
annual deficit will be proportionately reduced. These estimates are based on 1935 
traffic figures with no allowance for future growth. 


It is evident that, no matter what fare basis is used, the facilities cannot be 
wlf-sustaining. Some form of subsidy must be provided if an adequate rapid 
transit system is to be developed for northen New Jersey. This principle has been 
frequently applied in New York City. Possible procedures for securing public aid 
are discussed in subsequent sections of this report. 
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IV. ENGINEERING PROBLEM: 


A sound rapid transit plan for northern New Jersey must meet certain basic 
practical requirements. Forty percent of the inbound traffic movement occurs in the 
morning rush hours, with a similar outbound peak hour in the evening. A rapid 
transit system, therefore, must be equipped to handle rush-hour loads as well as 
provide frequent service twenty-four hours a day. Thus, an expanded motorby; | 
service, while highly desirable for collection and distribution purposes and for 
furnishing service in areas not yet ripe for rail rapid transit, cannot meet a mags 
transportation need. 


Second, the facilities should provide direct access to convenient destinations 
on Manhattan Island. Merely to carry passengers across the Hudson River to 
points on the east shore would add little if anything in convenience of service to 
existing facilities and would aggravate the already heavy rush hour congestion on 
Manhattan transit lines to an intolerable degree. Thus, a transit line across the 
George Washington Bridge would not permanently meet the requirement of dis 
tributing passengers at well placed terminal points, although such a line might have 
a function’in a comprehensive system. 


Third, in the interest of economy and efficiency, maximum use must be made 
of existing facilities. To duplicate available facilities would be an obvious economic 
waste. Furthermore, available traffic is insufficient to support competing interstate 
transit facilities. 


V. PHYSICAL PLAN: 


These economic and engineering factors have been carefully weighed in the 
development of a rapid transit plan which is believed to meet the basic requirements 
above set forth. In its initial step the plan will provide rail delivery to midtown 
Manhattan for passengers from all the New Jersey railroads, in many cases with 
out transfer. It will make the maximum possible use of existing facilities. It wil 
meet the mass transportation needs of peak hours and will provide frequent interval 
service at all times. 


Concretely it is proposed :— 
1. To make use of the existing Hudson and Manhattan Railroad. 


2. To extend the Hudson and Manhattan Railroad from its present terminal 
at 33rd Street, Manhattan, to 51st Street, and through new tubes under the 
Hudson to New Durham, N. J., connecting there with the West Shore, | 
the Northern (Erie) and the New York, Susquehanna & Western (Erie) 
Railroads. 
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4. Toelectrify the main line of the Erie Railroad east of Paterson and extend 
its operations through the new tubes to the 51st Street station. 


5. To extend the operations of the Hudson and Manhattan Railroad in New 
Jersey on the New Jersey Central tracks through Jersey City to Bayonne 
and thence via the Bayonne Bridge to Port Richmond, Staten Island. 


6. To electrify the main line of the New Jersey Central Railroad as far west 
as West Eighth Street, Bayonne. 


7. To extend this entire plan, after completion of the first steps, by electrifi- 
cation of other branches of the New Jersey railroads and by construction 
of additional tunnels, when the demand justifies. 


VL EXECUTION OF PLAN: 


To carry out a suburban rapid transit plan for northern New Jersey, existing 
and new facilities must be acquired, coordinated and developed. For these purposes 
an agency with broad financial and administrative powers is required. While these 
functions are within the scope of the Port of New York Authority, it is, however, 
debarred from pledging any of its present revenues to new enterprises. It has no 
power to levy taxes or to assess for benefits and can therefore undertake only self- 


liquidating projects. 


The economic aspect of the proposed rapid transit plan is therefore the same, 
whether the Port Authority or another public or private agency is selected for its 


execution. Naturally if a private agency is selected expenses will be increased by 
adding a profit necessary to attract private capital and the amount of the required 


fares or subsidy will be proportionately increased. In any event, some form of 
public aid is a fundamental need. The required subsidy could be derived from :— 


(a) A federal grant to supplement a state or other transit bond issue. 
(b) A state transit bond issue. 


(c) A state guarantee of interest and amortization charges on a transit 


agency bond issue. 


(d) The creation of a transit benefit assessment district to issue bonds or to 
guarantee interest and amortization charges on a transit agency bond 
issue. 


(e) A transportation fare tax. 
(f) A combination of two or more of the foregoing. 


The following sections of this report set forth the technical and economic 
data upon which the foregoing statements are based. The plan therein outlined is 
believed to be one which would result in great benefits to the people of northern 
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New Jersey and to the State as a whole. The execution of this, or any other plan 
however, depends upon its financial soundness which can only be assured through 
public aid to a project which cannot, at present, be self-sustaining. 


VIL RECOMMENDATIONS: 


The Port of New York Authority, on the basis of its findings as herein rm 
ported, respectfully recommends: 


First: That a plan for public aid or subsidy for rapid transit be given con. 
sideration and, if found practical adopted by the Legislature. 


Second : 


When and if an appropriate plan of public aid is approved, the 
transit plan set forth in this report, with such modifications as may 
be determined upon, be committed by the Legislature for execution 


to an appropriate public agency. 


Respectfully submitted, 


Tue Port or 
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ENGINEERING STUDIES 
THE SUBURBAN TRANSIT PROBLEM: 


For the purpose of this report tt t means the mass transportation 
of passengers by rail, rather ¢! te automobile, between New Jersey 
and New York City, as distinct m the intra-state movement between the larger 


population centers in New Jerse) 


This interstate suburban passenger traffic, more frequently referred to as 


commuter traffic, is composed principally of those who travel daily, morning and 
evening, at commutation rates which are considerably less than the one-way railroad 
fare between home and business on suburban trains. These suburban trains dis- 
charge their passengers at terminals on the New Jersey waterfront, where the 
railroad companies provide and finance, as a part of the rail operation, free 
ferryage for their railroad patrons across the Hudson River to New York City. 


About half of the Erie and Lackawanna and all the West Shore and New Jersey 
Central railroad passengers use their respective railroad ferries. Slightly less than 
0 per cent of these ferry riders pay 5c or more for additional transportation to 
business destination in New York City after arriving at the New York City ferry 
terminals. The remainder of the Erie and Lackawanna Railroad passengers use 
the Hudson & Manhattan Railroad tubes to cross the Hudson River, paying either 
6or 10c, depending upon destination, for this service. 


The number of railroad passengers entering New York City from New Jersey 
on a typical business day in 1935 was 215,000. In addition, there were 160,000 
passengers—local pedestrians using the ferries, passengers in buses and passengers 
in private automobiles—making a total of 375,000 passengers entering New York 
City and a similar number returning to New Jersey daily. The facilities used by 


! these New Jersey people to cross the Hudson River are: 


Daily 
Passengers 

Inbound 

Per Cent (1935) 

Railroad passengers : 

Via Pennsylvania Tube...... ihe ain 12,000 
Via Ferries........ eI Pe > ante 87,000 

Via Hudson & Manhattan Railroad....... 30.9 116,000 
Local pedestrians on ferries.................. 10.7 40,000 
Passengers in buses... ... Sed da Qoraitins os ds . 80 30,000 
Passengers in private automobiles eer 24.0 90,000 
100.0 375,000 


In volume, New Jersey's portion of the railroad passenger traffic converging 
on New York City each day is larger than that from the other sectors comprising 
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the New York Metropolitan District. For every passenger from Westchester, ther 
are two from Long Island and four from New Jersey. The total passengers in th 
New York Metropolitan District, of which New Jersey is the largest sector 
comprise more than 58 per cent of all the railroad passengers in the United States 


Another factor which must be considered in transit planning for this area js 
that nearly 40 per cent of New York-bound passenger movement in any 24-hour 
period occurs at all terminals within a single hour in the morning with a correspond. 
ing situation existing on the homeward movement at the close of the business day, 


Railroad passenger traffic to and from New York City has grown steadily, 
nearly doubling in the 20-year period 1911 to 1930. In the next three years, jt 
dropped to the 1919 level, remaining stationary until 1936 when preliminary reports 
indicate a slight upturn. 


The North Jersey Transit Commission and the Suburban Transit Engineering 
Board, in their reports to your honorable body, reached the conclusion that the 
problem for providing improved transportation facilities for the New Jersey com. 
muters is not merely the building of additional Hudson River crossings but is th 
coordination of such a crossing with the feeder lines in New Jersey and north and 
south distribution on Manhattan Island. The Port Authority agrees with this view, 


A suburban transit network for the New Jersey territory connecting the 
larger population centers with an intra-state system and at the same time coordinat- 
ing with the interstate transit lines, relieving the trunk line railroads of the shor 
distance commuter business, is probably the ultimate solution toward which transit 
planning should be directed. An interstate transit system terminating at a single 
New York City station and requiring all passengers to transfer to already crowded 
City subways at one point would be totally inadequate as a solution for Northem 
New Jersey. 


Proposals have been made from time to time to extend the transit system of the 
City of New York across the Hudson River into suburban New Jersey. From an 
engineering standpoint, such a proposal offers no great obstacles. New York City 
constructs its transit systems from funds secured through local taxes and the policy 
of the City of New York has been not to permit extension of any of its rapid 
transit lines beyond the City limits, whether it be wholly within New York State 
or across the river into New Jersey. The City does not wish its transit lines to 
engage in interstate operations. 


It is believed that a transit system from New Jersey projected across the 
Hudson River into New York should be centered around the Hudson & Manhattan 
Railroad, which is already engaged in interstate operations. There are also traffic 
and operating reasons, as well as financial and legal ones why this line should ke 
incorporated in any transit line for Northern New Jersey. 
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NTRA-STATE TRANSIT: 


In addition to interstate suburban transit, there is another phase of this problem 
which must not be overlooked and that is intra-state transit, or transportation 
between the larger trade, industrial and population centers in Northern New 
Jersey. The largest of these centers is Newark, with its environs. It is a focal point 
for business and finance just as Manhattan Island is the center of New York City’s 
adjacent communities. Newark is served by several railroads but these railroads, like 
al of them traversing Northern New Jersey, are directed toward New York City. 
There does not exist, at the present time, any direct rail connection between those 
sctions north of Newark and those on the south. It is now more convenient for 
train travelers from Paterson, Passaic and Hackensack to Trenton, for example, 
togo via New York City. 


There is a large bus transportation network which has gradually replaced a 
smilar trolley network, extending from Newark to cities in adjacent counties. 
There are communities near Newark which have enjoyed a phenomenal growth and 
sill have only bus or automobile transportation to that city. There is a need for 
intra-state rail transit. The City of Newark is laying the foundation for an intra- 
sate transit system in the direction of Paterson by its trolley subway line along 
the bed of the old Morris Canal. Such a line should be expanded at the proper time 
to other communities. The interstate system is the most urgent at present, but your 
attention is also directed toward the growing need for an intra-state system as well. 


ASUBURBAN TRANSIT PLAN FOR NORTHERN NEW JERSEY: 


Several engineering plans for improved rapid transit between New Jersey 
and New York City have been studied. While theoretically feasible, all encounter 
economic obstacles which are basic to the problem. To test the economic practica- 
bility of a suburban transit system, that plan has been selected which appears to offer 
the maximum service, least duplication of facilities and most possibility of future 
expansion. This plan contemplates, as an initial step, extensions of the Hudson & 
Manhattan Railroad, an existing interstate rapid transit railroad between New 
Jersey and New York City. 


Southerly Extension of Hudson & Manhattan Railroad to Staten Island 


One phase of this plan embraces a southerly extension of the Hudson & Man- 
hattan Railroad operation from its Grove Street station in Jersey City to Staten 
Island. This is accomplished by constructing a subway section from the Hudson & 
Manhattan Railroad to the Van Nostrand Place Station on the New Jersey Central 
Railroad ; electrification of the New Jersey Central tracks to its West Eighth Street 
Station, Bayonne; and construction of a railroad connection across the Bayonne 
Bridge to Staten Island. 
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Northerly Extension of the Hudson & Manhattan Railroad to New Durham, N, | 


Another phase of the plan is the extension of the Hudson & Manhatty 
Railroad operation, northerly under Sixth Avenue, New York City, to 51st Street, 
near Rockefeller Center, thence westerly through Sist Street, under the Hudson 
River to the vicinity of New Durham, N. J. This involves subway construction from 
the present terminus of the Hudson & Manhattan Railroad at 33rd Street to Sig 
Street, and additional tubes under the Hudson River connecting with New Durham, 
N. J. 


Erie Railroad Trains to 5lst Street. New York City 


Electrification of the main line of the Erie Railroad from Paterson » 
Secaucus and a short section of new railroad construction makes possible Erie 
suburban train operation from Paterson through the new tubes, direct to the Sig 
Street Station in New York City. 


Through Trains—Erie and West Shore Railroads to 51st Street. New York City 


The station at 51st Street, near Rockefeller Center, in addition to functioning 
as a terminal for the suburban electric trains from the main line of the Ere 
Railroad, will serve the long distance or through trains, with change from steam to 
electric motive power on the New Jersey meadows, from the Erie and West Shore 
Railroads. The through trains of the Lackawanna and the New Jersey Central 
Baltimore & Ohio Railroads can also be brought into this terminal station if 
connecting trackage is provided in New Jersey and schedules are arranged so a 
not to interfere with the peak suburban movements twice daily. While a larg 
station is not needed for suburban commuters, complete facilities for through train 
service will provide a source of net revenue which justifies inclusion of this feature 


in the plan. 


Service to Suburban Passengers 


Passengers residing along the electrified route of the New Jersey Centnl 
Railroad in Jersey City and Bayonne, as well as those from Staten Island, wil 
have rapid transit service without transfer to all points in New York City reached 
by the Hudson & Manhattan Railroad as extended. In addition, the railroad par 
sengers from all points on the New Jersey Central and Baltimore & Ohio railroad 
systems, by transfer from the steam operated trains to the Hudson & Manhattan 
trains at Van Nostrand Place, Jersey City, will have rail delivery and distribution in 
New York City instead of having to depend solely on ferry service across th 
Hudson River as at present. 


On the northerly extension as proposed, electric suburban trains on the main 
line of the Erie Railroad will replace the present steam service from Paterson. Thes 
electric trains will pick up passengers from all stations enroute including those from 
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the New Jersey & New York branch of the Erie Railroad where it joins the main 
line, and operate direct to Midtown Manhattan. 


Suburban passengers now using the Northern and Susquehanna branches of 
the Erie Railroad, as well as those from the West Shore Railroad, now entirely 
t upon ferry service to reach New York City, will transfer to the Hudson 

& Manhattan trains at New Durham, N. J. 


Lackawanna Railroad and Greenwood Lake Division passengers of the Erie 
Railroad will avail themselves of the extended rail delivery in New York City by 
transfer to the Hudson & Manhattan Railroad at existing transfer points on the 
Jersey City and Hoboken waterfronts. 


The service described is an initial step of a suburban transit network for 
Northern New Jersey. It offers a frequent interval and direct rail delivery into 
downtown and midtown Manhattan to all New Jersey passengers, without transfer 
for many. Distribution in New York City is provided through the center of Man- 
hattan Island from 5lst to Christopher Streets, with a downtown terminal 
at Cortlandt Street. Should other destinations be desired, convenient transfers 
may be made to the various lines of the New York City transit system at the Hudson 
Terminal, now so familiar to most of the New Jersey passengers, or at the new 51st 
Street station. At this new station, passengers, would be able, by short underground 
walks, to reach the 50th Street station of the 8th Avenue City Independent Line, the 
Sth Street station of the Seventh Avenue I. R. T. Line, the 49th Street station of 
the B. M. T. and the 48th Street station of the Sixth Avenue City Independent Line 
(when completed ) . 


A FINANCIAL PLAN 


In preparing estimates of the financial requirements to provide the suburban 
transit services outlined, it has been assumed that a transit agency through issuance 
of its own securities based on pledge of net earnings and a subsidy in some form, 
will finance, construct and arrange for the operation of the transit system. Negotia- 
tions with the railroads regarding joint use of facilities, electrification of lines, 
shedules, adjustments in fare bases if any, use of equipment, transfer of pas- 
sengers, etc., will be necessary and the assumption has been made that satisfactory 
agreements can be reached. 


The new capital needed to finance the cost of new construction, additional 
equipment and the acquisition of the Hudson & Manhattan properties is estimated 
at $187,500,000. The debt service, assuming the cost of new money to be 4% per 
unum with amortization of the transit debt in 40 years costing an additional 1% 
per annum, also the operating expenses of the transit system, can be estimated 
fairly accurately but the revenues, particularly those from passenger fares, are 
variable, depending upon the fare basis adopted. 

The difference between debt service and operating expenses on the one hand 
and the revenues from all sources on the other, if a deficit, is the subsidy required 
to create and place the suburban transit system on a sound financial basis. 
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Tratfic and Revenues 


Estimates of passenger traffic for the transit system have been made, 
1935 data, the last year for which complete figures are available, with no allowance 
for any step-up or future growth. This is conservative inasmuch as experience jp 
the New York Metropolitan District has shown that there is an accelerated growth 
in traffic wherever a new traffic or transit artery is opened. In making the estimate 
of potential traffic, the present traffic of the Hudson & Manhattan Railroad has been 
included, supplemented by the passenger traffic now using the West Shore Railroad, 
transferring at the New Durham Transfer, and the local pedestrian traffic which 
will use the subway station on the Weehawken Heights in lieu of the West Shore 
Ferry. Also, the railroad traffic from the New Jersey Central Railroad and Staten 
Island Rapid Transit Company, further supplemented by local passengers from 
Staten Island form a part of the estimate. In each case, only portions of the total 
traffic have been included, depending upon present travel habits and ultimate destina. 
tion in New York City. 


Revenues for the suburban transit system have been estimated on the assump. 
tion that there will be one operator of the inner zone system (the extended Hudson 
& Manhattan terminal railroad) with service from New Durham on the north and 
Van Nostrand Place on the south, similar to that from the present Journal Square 
Jersey City Station of the Hudson & Manhattan Railroad. Inside these points, 
all local passengers, i.e., passengers not using any of the suburban railroads, will 
pay a 6c fare to the nearest terminal (51st Street or Hudson Terminal) and & 
additional (total 10c) to other points reached by the Hudson & Manhattan Railroad 
along 6th Avenue, as is now done from New Jersey stations on the Hudson & 
Manhattan. Beyond New Durham, Van Nostrand Place and Journal Square, five al 
ternative rate bases have been calculated, each centering around the basic assumption 
that there will be no increase in the present suburban railroad fares, but differing in 
the amount of the terminal charge and from whom collected, for rail delivery in New 
York City. These assumptions are as follows: 


A—Existing fares on all suburban railroads to remain unchanged and the railroad 
delivering passengers to the inner electric transit zone to pay the present Hudson 
& Manhattan terminal charge, 6c to the nearest terminal (51st Street or Hudson 
Terminal) and 4c additional (total 10c) for further distribution along the 6th 
Avenue Hudson & “Manhattan line. Passenger pays no extra fare under this 
assumption. 


B—Existing fares on all suburban railroads to apply to the point of connection or 
transfer with the electric system and the passenger will pay the prevailing 
rate on the Hudson & Manhattan Railroad, i.e., 6c to the nearest terminal and 
4c additional (total 10c) for further distribution along the 6th Avenue Hudson 
& Manhattan line. 


C—Existing fares on all suburban railroads to apply to point of connection or 
transfer with the electric system and the passengers from these railroads to 
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pay a part of the terminal charge, say 3c to the nearest terminal and 2c addi- 
tional (total 5c) for further distribution along the 6th Avenue Hudson & 
Manhattan line. J 


D—Existing fares on all suburban railroads to apply to point of connection or trans- 
fer with the electric system with the passenger and the delivering railroad, each 
paying a part of the terminal charge, making a total of 6c to the nearest 
terminal and 4c additional (total 10c) for further distribution on the 6th Ave- 
nue Hudson & Manhattan line. 


E—Existing fares on all suburban railroads to apply to any point on the inner 
zone of the electric system, with neither the passenger nor the delivering rail- 
road paying any part of the inner zone terminal charge. 


A summary of the annual traffic and revenues under those assumptions shows: 








Revenue 
Assumption Passengers Miscellaneous Passenger Total Revenue 
124,347,000 $4,876,000 $8,997,000 $13,873,000 
99,955,000 4,654,000 7,233,000 11,887,000 


113,305,000 4,733,000 6,131,000 10,864,000 
113,305,000 4,733,000 8,198,000 12,931,000 
124,347,000 4,876,000 4,064,000 8,940,000 


mo OW > 


tion, revenue from advertising, concessions and terminal building rents, etc. The 

| revenue from the through train operation of the Erie and West Shore Railroads 
into the Slst Street station has been determined on the assumption that the suburban 
rapid transit operation would use one-half of the station and terminal properties 
and the through train operation would require the other half and, therefore, should 
pay its proportionate share of the interest, amortization, operation and main- 
tenance of the station and terminal property. A through train requires baggage, 
express and mail facilities, more switching to and from yards and longer lay time in 
the station than a suburban commuter train. Revenue from this source is slightly in 

excess of $2,000,000. Building rents, concessions, etc., account for another 
$2,000,000 leaving about three-quarters of a million dollars for other miscellaneous 
income from all sources. 


Miscellaneous revenue includes such items as revenue from through train opera- 


| Texes 


In this plan, it has been assumed that the transit system would not pay taxes 
to the State or Federal Government. In the opinion of our General Counsel, bonds 
(and interest payable on them) issued by the State, or its instrumentality to create 
the system, would not be subject to federal taxation. It is assumed that the State, of 
course, would not tax its own operations. Income derived by the State, or by its 

instrumentality, from operations would likewise, in the opinion of General Counsel, 

| be immune from federal taxation. How much this means, so far as the subsidy is 
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concerned, is indicated by the fact that full payment of federal, state and log 


taxes, if the system were privately owned and operated, would amount » 
$2,480,000. 


Financial Requirements and Subsidy 
A summary of the annual financial requirements for this project is: 





Fare Assumptions ——————___ 


A B Cc D E 
New Capital........... $187,500,000 $187,500,000 $187,500,000 $187,500,000  $187,So0gy 
Debt Service......-..-. $ 9,375,000 $ 9,375,000 $ 9,375,000 $ 9,375,000 $ 9375m 
Operation and Main- 
a 4,915,000 3,990,000 4,485,000 4,485,000 4915.00 
EE tins cent nen apis None None None None None 





Total Requirements.. .$ 14,290,000 $ 13,365,000 $ 13,860,000 $ 13,860,000 §$ 14200m 
Total Revenues........ 13,873,000 11,887,000 10,864,000 12,931,000 8,940.00) 


7_-__— 


Without Taxes..... $ 417,000 $ 1478000 $ 2,996,000 $ 929000 §$ Sim 
With Taxes........ $ 2,897,000 $ 3,958,000 $ 5,476,000 $ 3,409,000 $ 783m 





* Difference due to variation in passenger traffic. 


The amount of the subsidy depends upon the extent to which individual tri 
lines can be persuaded or required to absorb the terminal charge. Likewise, th 
extent to which riders can be induced to pay all or part of the terminal charg 
without diverting their patronage to cheaper though less convenient competitix 


routes will also reduce the amount of the subsidy. 


Experience in other sections indicates that improved transit facilities inevitably 
leads to an increase in traffic and revenues in future years. This increased revene 
may be utilized either to liquidate the initial debt, lessen the need for resorting » 
subsidy or provide additional suburban transit facilities. 


Public aid as applied to rapid transit does not differ in principle from the w | 


of federal grants in aid for the construction of highways or the use of state gasolix 
taxes for the benefits of those using the highways. 


It is quite obvious from the figures given above that there is not sufficient tri 
fic at present from New Jersey to operate a transit system on an entirely sé 
liquidating basis without public aid in some form. Another interstate transit lin | 
if constructed in competition with the Hudson & Manhattan Railroad, would ht 
doomed to failure because of insufficient traffic to support the two systems. Os 
of the traffic indicated as potential for an interstate transit system in this pls 
76,000,000 passengers are now using fhe Hudson & Manhattan Railroad. The inte 


ests of these passengers must be considered in proposing any additional tram 
facilities for Northern New Jersey. 


19 | 





3 


BEE 


5S 
2 


aS FEBS gz 








'#e3;*3s sis 3 


se 


(RE fa * 


r 


BREot Free 


a 


PORT OF NEW YORK AUTHORITY 1983 


MANSIT BENEFITS TO NORTHERN NEW JERSEY: 


Improved rapid transit between Northern New Jersey and New York City 
will benefit commuters through an increased frequency of transportation service, 
some saving in travel time, simplification of transfers from one facility to another, 
and, based on the experience of New York City, it will add millions of dollars 
in economic value to the communities thus served. The North Jersey Transit Com- 
mission, in its report to your honorable body, dated February 10, 1927, concluded 
“that demonstrable local benefits in excess of gencral benefits will result from the 
construction of the rapid transit system proposed.” This conclusion was based not 
only'on elaborate studies of the local benefits resulting from the construction of 
the Hudson & Manhattan but also the influence of the New Jersey railroad lines 


| upon land values and the experience in New York City and elsewhere following 


the opening of new subway lines. In our opinion, nothing has occurred in the 
intervening nine years that would materially alter this view. 
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APPENDIX A i 
TRAVEL HABITS OF NEW JERSEY COMMUTERS of 
annt 
In considering the suburban transit problem, it is essential to know the tray Yor 
habits of the suburban passengers, including their origin and destination; pe subi 
traffic load ; relationship between the peak load and the 24-hour load ; other trang) 
facilities used after reaching Manhattan; the average length of ride; the averag | Ave 
time spent upon the train, and the average commuter fare paid. 
his | 
Peak Hour Movement: nin 
More than three-quarters of all our suburban passengers live within walkiy | 
distance of their respective railroad stations. The peak hour movement occurs g New 
practically the same time at all terminals when passengers are endeavoring ) than 
reach their places of business by 9:00 A. M. In the evening, there is a simiy| ™ 
peak on the return movement. The volume of this peak hour movement rang, effec 
from one-quarter to over one-half the entire 24-hour inbound traffic movement, 4 
nine of the terminals in the Metropolitan District which handle by far the langs | Ave 
number of suburban passengers, these percentages are as follows: 
Ratio of Peak How this 
to 24-Hour Toul taker 
New Jersey Terminals in en 
New Jersey Central—Jersey City 50.0 
Lackawanna—Hohoken p 57.4 
Erie—Jersey City.................. 37.9 
Pennsylvania Station—P. RK. R. from New Jersey... 157° New 
West Shore—Weehawken...............---. 60.5 M: 
Hudson Terminal—New York City... .. nee 27.5 Lack 
* Through Passenger Traffic. Mc 
Erie 
New York City Terminals: M: 
Pennsylvania Station......... ee eee it 455 Su 
Grand Central Terminal............... SRO Biotec a 476 Gr 
Flatbush Avenue, Brooklyn. ...............5.0000005. 39.6 : 
No 
Proportion of Commuter Tickets: Penn 
Mi 


A large portion of our suburban population consists of those who purchat 
wholesale transportation at reduced rates and are therefore classed as ‘‘commuten’ West 
Nearly 80 per cent (omitting the long distance traveler) use a commutation « Rin 
multiple ride type of ticket which is purchased at less than the one-way fare. Fe 


the past 20 years there has been very little change in the relationship of the nm| —— 
° 
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ber of commuter passengers to the total passengers from New Jersey. An increase 
of one resident in suburban territory is equivalent to an increase of about 70 rides 
annually on the suburban railroads between the suburban destination and New 
York City. This is equivalent to about one person out of every two families in 
suburban territory making a round trip by train to New York City daily. 


Average Time Spent Traveling 


About 40 minutes are required by the average suburban commuter between 
his New Jersey railroad station and New York City. This includes from 10 to 15 


| minutes required for the ferry service across the Hudson River. Although the 


average distance traveled, as determined by surveys, on the suburban railroads in 
New Jersey is 2.1 miles less than that for the Long Island sector and 3.8 miles less 
than for the Westchester sector, the total time consumed in making this daily busi- 
ness trip is approximately the same for all sectors. This quite clearly indicates the 
efiect that a direct rail connection has upon suburban development. 


The average monthly commutation ticket costs approximately $10.00 and 
this rate does not vary materially in any sector. The following rates have been 
taken from the public tariffs for stations nearest to the average distance traveled 
in each sector : 


NEW JERSEY SECTOR 
Distance from Commutation 


Railroad Community New York City Monthly 
New Jersey Central 
Main Line.......... Roselle-Roselle Park .......... 15.0 $ 8.26 
Lackawanna 
Morris & Essex Div.. .South Orange ................ 14.9 11.10 
| Erie 
Main Line . Patereen 8.3 AVIS. PST... s 16.7 10.60 
Susquehanna ........Prospect Ave., Hackensack..... 14.6 10.30 
Greenwood Lake Div. . Mountain Ave., Upper Montclair 15.2 10.30 
N.J.&N.Y.........Fairmont Ave., Hackensack.... 15.1 10.30 
SR 0.4 436.00 690s PO c® 0s 050054655 thhens 15.0 10.30 
Pennsylvania 
Main Line... ..... South Elizabeth ......... te eS 8.58 
ters.” West Shore 
sea) Siver Division.......Haworth .............eseee0. 15.3 9.18 
. Fe Average for Sector.......... 15.2 9.90 
num —_— 
*Hudson Terminal 
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WESTCHESTER SECTOR 


Distance from Commutatig 


Railroad Community New York City Monthly 
New York Central 
Hudson River Div... . Hastings-on-Hudson .......... 18.7 $10.39 
Harlem Division... .. EEE Gest cvadeess ee 10,39 
New Haven 
Main Lime... .sss0..0. kt til 18.7 12.52 
Westchester & Boston 
Main Line........... I cetecee adits teed maha Cimnnit 19.5* 8.10 
White Plains Branch.. Mamaroneck Ave., White Plains 19.0* 7.10 
Average for Sector.. re 19.0 970 





* Harlem River Station. 


LONG ISLAND SECTOR 


Main Line...........Floral Park 16.9* $ OM 
North Side Division. .Manhasset ...... 17.3* 979 
Montauk Division. ... Valley Stream 4 17.7* 10.01 

Average for Sector 17.3* 9% 





* Pennsylvania Station 


Long Island 
| 


Percentage of Passengers Paying Extra Fare 
for Rail Delivery Into New York City: 


The Hudson & Manhattan Railroad, the only rapid transit line operating 
between New Jersey and New York City. has transfer connections in New Jerse 
with the Erie and Lackawanna as well as with the Pennsylvania Railroad. About 
50 per cent of the Erie and Lackawanna railroad passengers use the Hudson & | 
Manhattan Railroad and pay a separate fare of 6c per trip to the Hudson Termini 
at Cortlandt Street or 10c per trip to Midtown Manhattan hetween Christophe 
and 34th Streets. The proportion of Erie and Lackawanna Railroad passenger 
availing themselves of the Hudson & Manhattan rapid transit services at an extn 
fare has not varied substantially in the last 15 years as indicated in the followin | 
table :-— 

| 
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PERCENTAGE OF TERMINAL PASSENGERS 
PAYING EXTRA FARE 


te Erie Lackawanna 

’ Year Passengers Passengers 
BUD. «cas c cheek te peaeteaandaued 50% 62% 

, ee ee 55% 64% 

, MED... «+ «dvccanthetea: CChatia: 50% 54% 
SORE. 35 0k cb ona ceca eets ede waass 53% 53% 

2 SE, 3% « o astn 6d cee heen bee een 54% 51% 
Din +60 chalead celebs Lace tee eeen 55% 50% 
DED sc + 6s hibasucey celtasanaeesdale 54% 49% 

0 ES... «thes sduncee ee caenmecns 55% 50% 
ey reer ee 54% 52% 

0 Ss « » - ccancdedcemee te dhe esvake 52% 55% 
SN. . . - edna Uhias s Tana ae oes seen 52% 53% 
SED: . oo dplawesessneC aus Meee 50% 50% 
Soo ose Chuuiihstusekssidatenuas 47% 48% 
EN 3» o cdbie ia Cane tain able wu hie 46% 52% 
U2 asec cae aiithoe WE oe see 43% 50% 
an. Wp seek tah coat teew aie 43% 49% 
at aon: | aes 47% 48% 

; Ms: ectiabaanaate a ioeesea 47% 48% 

f 

D1 | Percentage of Passengers Paying Fare for 

y | local Distribution in New York City: 

The New Jersey railroads deliver their passengers by ferry at the Manhattan 
waterfront and those passengers whose destination is beyond walking distance 


must use the transit facilities furnished by New York City. The proportion of 
| passengers doing this from each railroad is as follows: 


Percentage of Suburban 


Passengers Paying Fare 
for Local Tran tation 


any in New York City 
“i New Jersey Central Railroad................ 48% 

on & | Eeeteovatinn. Tse, « 5's 6s canis syuvelsxeles 37%* 

nina! eT et PRE ETE 5 dthabee 37%* 

ppher Lehigh Valley Railroad..............++seeee: 64% 

ages Pennsylvania Railroad...............000e08: 58% 

i West Shore Railroad............. betes ceed 64% 


* Excluding Hudson & Manhattan Railroad. 
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This is in addition to the commutation tickets on the suburban railroads anj 
in addition to fares on the Hudson & Manhattan Railroad, if used. These additiong) 
fares increase the railroad commutation ticket cost to the passenger from 235 to 75 
per cent monthly. The minimum fare paid on any City transit facility is 5¢, Ap 
analysis made of the travel habits of passengers on one New Jersey railroad ingj. 
cates that 61 per cent of its New York City passengers paid an average of nearly 
9.44c in addition to their regular railroad fare twice daily. This included fares paid 
on the Hudson & Manhattan Railroad. The various rates paid were as follows: 


Amount of Extra Ratio of Extra Fare tp 


Percentage of Extra Fare Paid Fare Paid Average Monthly Rail 

Rail Riders Twice Daily Per Month Commutation Ticket 
10% 15c $7.80 78.0% 
18% lle 5.72 57.2% 
9% 10c 5.20 52.0% 
18% 6c 3.12 31.2% 
6% 5c 2.60 26.0% 


Growth of Railroad Passenger Traffic: 


Railroad passenger traffic within the Port of New York District, more than 
90 per cent of which has its destination in New York City, increased steadily for 
twenty years up to 1929 as shown on charts and tables in Appendix D. In 1930, due 
to the economic depression, a sharp decline set in which reached its low point in 
1935. The traffic for 1936 definitely indicates that the low point is past. The accom- 
panying table shows the daily volume of railroad passengers moving toward New 
York City from the three major sectors. 














Sector 1911 1930 1933 1935 1936 
New Jersey.......---- 194,300 309,800 218,000 214,200 22370 
Westchester .......... 33,700 96,300 63,600 65,100 70,400 
Long Island........... 50,300 175,400 118,600 115,300 122,10 

Mion eadeise: 278,300 581,500 400,200 394,600 416.20 
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APPENDIX B 
CHRONICLE OF TRANSIT STUDIES 


The suburban transit problem for Northern New Jersey has been actively 
studied for more than 10 years, first by the North Jersey Transit Commission, 
later by the Suburban Transit Engineering Board created through the efforts of 
The North Jersey Transit Commission and The Port of New York Authority 
and then by the Port Authority itself. 


The North Jersey Transit Commission made several reports, setting forth the 
difficulties of the New Jersey agency dealing with rapid transit extending beyond 
the State boundaries. This point was discussed with the Port Authority and it was 
readily recognized that the suburban passengers’ transit problem is regional in char- 
acter, involving the entire Metropolitan District surrounding the City of New York 
and should be studied from the point of view of the needs of the entire New York 
region. 

With the cooperation of the North Jersey Transit Commission and acting on 
instructions from your body (Chapter 277, Laws of 1927), the Port Authority 
extended invitations to the official agencies in the three sectors of the Metropolitan 
District (New Jersey, Long Island and Westchester) and the railroads serving 
those sectors, to join in the creation of a coordinating agency, the Suburban Transit 
Engineering Board. The organization of this board marked the first coordinated 
effort on the part of the various regional public agencies and the railroad corpora- 
tions to investigate and study this problem as a single group. Two progress reports 
were made by the Suburban Transit Engineering Board and transmitted to your 
honorable body by the North Jersey Transit Commission in 1928 and 1930. 


By October 1931, suburban passenger traffic was rapidly declining, largely on 
account of the nation-wide economic depression. At the urgent request of the rail- 
road members of the Board, further detailed studies were postponed at that time in 
order to release their personnel for more pressing duties. The North Jersey Transit 
Commission ceased to function in 1931. Since 1931, the Port Authority has con- 
fined its transit activities to collection of suburban passenger traffic data and other 
incidental studies until such time as a reversal in the downward traffic trend should 
revive interest in this subject. 


In the interim since 1931, a number of individuals have presented plans for 
new interstate transit routes. Some of these follow the general proposals of a dis- 
tributing terminal line in Manhattan, as indicated by the Suburban Transit Engin- 
tering Board ; others have suggested a terminal at a single location with a distribu- 
tion of passengers by New York City’s subways. 
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CHAPTER J. R. 6 
LAWS OF NEW JERSEY 1936 


Joint Resolution requesting The Port of New York Authority to report upo, 
interstate and suburban passenger transportation. 


WHEREAS, The increasing concentration of industry ang 
population within the portion of the Port of New Yor 
District lying within the territorial limits of the State of 
New Jersey has created and to an increasing degree will cop. 
tinue to create a demand for more adequate interstate and 
suburban transportation facilities for passengers travelling 
within said district between the two States and between 
different communities within said district ; and 


WHEREAS, The Port of New York Authority is a gover. 
mental instrumentality of the States of New Jersey and 
New York created for the purpose, among other thi 
of coordinating and developing transportation facilities 
within the Port of New York District; and 


WHEREAS, The Port of New York Authority has bee 
continuously studying the problem of coordinating and 
developing transportation facilities for passengers within 
the Port of New York District, including the portion 
said district lying within the territorial limits of the State 
of New Jersey, and has from time to time reported to the 
Governor and Legislature thereon ; and 


WHEREAS, A further report by The Port of New York 
Authority with a special reference to the development and 
coordination of passenger transportation facilities within 
the portion of the port district lying within this State, is 
desirable to the end that the Governor and the member 
of the Legislature may be more fully informed ; therefore, 


BE IT RESOLVED by the Senate and General Assembly 
of the State of New Jersey: 


. That The Port of New York Authority be and it 
hereby is requested to report to the Governor and Leg- 
islature of the State of New Jersey, as promptly a 
practicable, upon the transportation of passengers 
within the Port of New York District, with especial 
reference to the portion of said district lying within 
this State, and to include in said report such recom 
mendations with respect to new passenger traffic facili- 
ties and the development and coordination of existing 
facilities as may be deemed feasible. 


RECOM MENDATIONS 


2. This joint resolution shall take effect immediately. 


Approved June 22, 1936. 
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1932 
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APPENDIX D 
TABLES AND CHARTS 
: ANNUAL RAILROAD PASSENGERS 
NEW JERSEY SECTOR OF NEW YORK METROPOLITAN 
ri DISTRICT 
rk 
of 
i Year Commuters Others Total 
NS ons. cn cys . 103,145,866 23,147,829 126,293,695 
M) 1912........- .. 100,397,229 22,338,504 122,735,733 
1913... 100,508,371 24,360,216 124,868,587 
» | 1914....- 99,703,013 23,262,343 122,963,356 
M | 1915... .. 99,712,045 24,267,965 123,980,010 
8, 
S| 1916...... 107,154,122 26,665,233 133,819,355 
1917....... 112,824,552 29,366,245 142,190,797 
m | 1918...... 119,288,433 31,897,449 151,185,882 
mM} 1019...... 138,857,185 36,851,065 175,708,250 
at 1920... 144,468,076 37 671,983 182,140,059 
ite 
he | 1921..... 147,621,998 36,712,380 184,334,378 
1922.... mis 152,735,801 36,866,861 189,602 662 
a | 1923... 159,207,138 38,033,049 197,240,187 
nd | 1924..... 162,346,883 38,052,106 200,398,989 
in | 1925... 165,496,352 38,716,186 204,212,538 
1s 
| 1926..... _, 167,137,038 38,702,636 205,839,674 
™ | 1927... 170,292,023 38,270,891 208,562,914 
bly 1928... .. 169,565,388 37,577,870 207,143,258 
| 1929... 170,794,743 40,033,620 210 828 363 
it | 1930... 164,921,443 36,817,886 201,739,329 
“9 
@ | 1931..... 151,304,905 31,024,018 182,328,923 
eH) 1932... 2. 131,676,916 27,253,184 158,930,100 
. 1933... re 115,986,231 25,961,026 141,947,257 
a | '904....... eevee 113,576,107 27,839,112 141,415,219 
- | 5..... 111,987,431 28,013,948 140,001,379 
ing 
1936... *114,915,819 *31,253,787 * 146,169,606 


| mensiites 


* Estimated, based on 11 months. 
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PORT OF NEW YORK AUTHORITY 1993 


ORIGIN OF RAILROAD COMMUTERS 
Expressed in Percentage by 5-Mile Zones 


rc — Miles from Terminals ——————., 
5 10 15 2 25 Beyond 
Miles Miles Miles Miles Miles 25 Miles 


7% % % % 7o 


New Jersey Central Railroad 10 34 59 100 
D. L. & W. Railroad 21 65 76 

49 
Lehigh Valley Railroad 57 


West Shore Railroad 


16 71 
0 58 
Pennsylvania Railroad 43 65 83 
58 91 
23 


85 
56 73 





PORT OF NEW YORK AUTHORITY 


POPULATION 
NORTHERN NEW JERSEY 


Years ————_——_- 
— 
1910 1920 19% 


138,002 210,703 36497 
537,231 629,154 60079 
512,886 652,089 
215,902 259,174 
140,197 200,157 


1,544,218 1,951,277 


2,537,167 3,155,900 


NET VALUATION TAXABLE PROPERTY 
NORTHERN NEW JERSEY 


1921 1925 1930 1935 


$ 223,169,780 $ 298,058,766 $ 470,819,362 
799,389,106  1,022,353,182 1,246,664,372 1,199,627997 
823,647,022 1,113,375,787 1,599,084,423 1,645,698,05) 
255,869,440 357,225,327 428,006,784 380,660,316 
259,195,867 330,508,244 482,672,661 469,388,559 


Total 5 Counties. $2,361,271,215 $3,121,521,306 $4,227,247,602 $4,179,098,307 


Total State...... $3,519,841.268 $4,756,154,259 $6,394,742,130 $5,841,06286 
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POPULATION BY COUNTIES 
NORTHERN NEW JERSEY 
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TRANS- HUDSON PASSENGER TRAFFIC 


RAILROAD PASSENGERS 
USING RAILROAD TUNNELS 
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PORT OF NEW YORK AUTHORITY 


(The document referred to at p. 1931 follows:) 


THE CITY OF NEW YorRK 
OFFICE OF THE COMPTROLLER 


LAWRENCE E. GEROSA, ComprTro.cer 


LOUIS COHEN 


Finsy Derury Compraciian 


September 20, 1960 


Hon. Buamel Celler 
230 Old House Office Building 
Washington, D.C. 


Deer Congreseman: 


Enolosed please find tabulations of the information requested 
by Messrs. Herbert Malet: and Julian Singman, members of your staff 
looking into the operations of the Port of New York Authority. 


The tabulations consists of the following: 


(1) Photostats of the work sheets of the auditors of the 
Comptroller's Office up te December 31, 1958, the last completed audit 
for the operation at New York International Airport. These show the 
tenants and the rentals for this airport for special facilities son 
structed by the Port Authority. It is worthy of note that for these 
special facilities the Port Authority receives for the ground rent alone 
$1,267,675.49 in addition to the rent for the structures. This escount 
is about three times the rent the City receives for both of the Municipal 
Airports. 


(2) A list of property leased to the Port Authority by the 
City; the rentals received by the City and the rentals received by the 
Port Authority from sub-tenants. 


(3) A list of the property owned by the Port Authority in 
New York City, exclusive of the bridges ani tumels ani the payments 
it makes to the City of New York for these properties, in lieu of tares 
under the various existing agreements; ani an estimate of the payments 
the Port duthority would pay if there properties were fully assessed and 
taxed at the current rate. In some instames the current assessed valuation 
do not show the value when the improvements are completed; i.c., Brooklyn 
Port Authority Piers (New York Dock Co.). The Port Authority estimates 
it will spend 90 million dollars to improve this section of the waterfront 
while the assessed valuation semounts to $18,520,000, 


I trust the above information is satisfactory for your purposes. 


Very truly 


G 


First Deputy Comptroller 
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2010 PORT OF NEW YORK AUTHORITY 


Preperty leased 


Paci lity 


Municipal Airports 

(LaGuardia & NY International) 
City expended $106 ,000,000, 
P.4, expended 279,228, 806. 


North River <- Heliport - 

W. Sth St., Rental based en 
formula for land under water 
P.A. built facilities at its 
expense 


East River Heliport at South 
Ferry - under construction at 
expense of P.A. Rental-formia 
rate for lend under water 


Atlantic Ave. Pier-5rooklyn 
(Pier 6) rental-formula rate 
for land under water P.A. now 
constructing pier at its ex- 
pense-est. cost $5,030,000. 


to the P.A. by the City of New York 


Assessed Sub-lease 
Valuation Rent paid to rental fran 
(Current) C4 A. Tenant to P,4, 
i 
) $353,160,685, $450,000. $350,495, a04, j 
) 
) I 
) 
) no ne Average $52,991. - 
) ‘ 
) 
) ’ 
] 
) 
) none Average $66,027. - 
) (Improvements 
) mot completed) 


$550,000, Average $106,450. $505,000, 
(Lam only) 

(Improvements 

not completed) 


ee ee ee ee 
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PORT OF NEW YORK AUTHORITY - NEW YORK CITY AIRPORTS 


GROSS REVENUES - 1 = 
Audited 
As Reported 1958 1957 
1959* 

jew York International 

Airport $20,859 ,669.44 $13,818,854.62 
laguardia Airport 27,874. 196,711.51 
*Io October 31, 1959 Audited 
jew York International Airport $21,116,383.41 
laGuardia Airport 3,898 615.35 


25,01 8.76 


CAPITAL EXPENDITURES AS OF DECEMBER 31, 1959 
NEW YORK CITY AIRPORTS 


Now York International Airport $262 ,852,960. 
laGuardia Airport 16,375,846. 





Prior to the lease of the two airports to the Port 


Authority, the City had expended approximately $108,000,000. 
of its own funds so that the combined investment now totals 
slightly over $387,000,000. 
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PORT OF NEW YORK AUTHORITY — NEW YORK INTERNATIONAL AIRPOR? 


Note: 
Rev ef Calend Y 1958 


Stetemente Atteched 
Special Construction Facility $6,700,648.54 


Ground Rent 1..289,.025.49 & 8,989,674.03 
General Facility Rents 12,869,989. 4) 
Total Revenue Calendar Year 1958 $20,852,565 .44 
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Property owned by the Port Authority ani payments 
made thereon to the City of New York in lieu of Taxes 


P.A. Paci lity 


Inland Terminal No. 1 ) 
(Office Building ete.) ) 


Inland Terminal ho. 2 ) 
(Union Terminal Freight Station) ) 


frooklyn, P.4. Piers ) 
(Iaprovement Est. Cost $90,000,000) ) 


(mee Dec k Co.) ) 


Irie Basin Piers ~- ( Brooxlyn) ) 


fus Terminal, W. 40th St. Manhattan, ) 
original cost about $24,000,000, ex~) 
tension now under construction - est) 
@st $20,000,000, Total cost for ) 


us terminal $44,000,000. ) 
Proposed Bus Termixal Garage ) 
Washington Bridge est. cost ) 
$12,000,000, ) 


Grain Terminal, ( 5rooklyn) ) 


Columbia St., Pier, (°rookiyn) 
Tetal 


68911 O—61—-pt. 2——_55 


Current 
Payment in Assessed 
liew of taxes Valuation 


2013 


Estimated Taxes 
on Current 
Assessed Valuation 


$ 60,064.10 $11,000,000. $ 464,200.00 
34,415.00 5,462,000, 230,496.40 
620,397.00 16,320,000, 1778, 600,00 
(Improvement not 
comp] eted ) 
195,342.55 5,732, S00. 243,631.25 
(Improvement not 
completed) 
140,010.88 20, 20,000, 865,100.00 
(extension under 
construction) 
none under construction 
none 6,810,000. 289, 426.00 


) none - 


PURRSR 
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Mr. Roprno. Mr. Joseph Blitz. 

The Chair will take a recess until the pictures are taken. 

(Short recess. ) 

Mr. Ropino. The committee will resume. 

Mr. Blitz, will you please stand. 

Raise your right hand. 

Do you swear to tell the truth, the whole truth, and nothing but the 


truth, so help you God ? 
Mr. Burrz. I do. 


TESTIMONY OF JOSEPH P. BLITZ, PRESIDENT, JOSEPH P. BLITZ, Ine 


Mr. Brickrievp. Please state your name and address, sir. 

Mr. Butz. Joseph P. Blitz, 33 East 70th Street. 

Mr. Brickrieip. Are you president of Joseph P. Blitz, Inc., located 
at 545 Madison Avenue, New York City? 

Mr. Burtz. Iam. 

Mr. Brickrievp. In what business is this company engaged ? 

Mr. Burrz. We are general contractors. 

Mr. Brickxriecp. How long have you been engaged in the con 
struction business ? 

Mr. Burrz. About 30 years. 

Mr. BrickrieLp. What type of construction work does your company 
perform ¢ 

Mr. Buirz. Well, we do housing projects, schools, warehouses, office 
buildings, motels, hotels, laboratories—any kind of buile ling construe 
tion whatsoever. ; 

Mr. Brickrie.tp. On a yearly basis, how many buildings does your 
company construct in the Greater New York Metropolitan area? 

Mr. Burtz. I do not know how many buildings. I will tell youin 
dollar value. 

Mr. Brickrievp. All right. 

Mr. Burrz. Approximately $30 million to $40 million. 

Mr. BrickFtevcp. $30 million to $40 million a year / 

Mr. Burrz. That is correct. 

Mr. Brickrievp. Mr. Blitz, is it true that your company, the Joseph 
P. Blitz. Inc.. submitted a bid to the Port of New York Authority 
for the construction of hangar No. 17 at Idlewild Airport ? 

Mr. Burrz. We did. 

Mr. Brickrietp. When did this oecur / 

Mr. Burrz. On December 9, 1958. 

Mr. Brickrietp. And how did your company receive notice, of 
knowledge, that the port authority was accepting bids for the erection 
or construction of this hangar / 

Mr. Buirz. It is usually published in trade magazines and news 
papers. 

Mr. Brickrietp. Was there any particular trade magazine that this 
offer was published in that you recall 

Mr. Burrz. We subscribe to the Dodge Reports, and we noticed it 
in the Dodge Reports. 

Mr. BrickFieLp. Would you describe to the subcommittee the speci: 
fications called for by the port authority plans for the construction 
this hangar ¢ 

Mr. Burrz. Well, it is quite a volume. 
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Briefly, it is a shell type of construction, containing areas for planes, 
for servicing and ees office space, and a cafeteria. 

Mr. Bricxrierp. Is there anything unique about constructing an 
airplane hangar ¢ 

Mr. Buirz. No, there is not. 

Mr. Brickrietp. And did your company then go about preparing a 
bid on this particular offer of the port authority ? 

Mr. Burrz. We did. 

Mr. Bricxrietp. And what was the amount of your company’s bid ? 

Mr. Burrz. I have to refer to my papers. 

Mr. Brickrieip. Mr. Blitz—— 

Mr. Burrz. I have the figure here. 

Mr. Brickrrevp. I show you a list, and ask you if this is a copy of 
the bids that were submitted on this particular project ? 

Mr. Burrz. Yes, it is. 

Mr. Baicxrievp. All right. 

Would you please tell the committee what the amount of your 
company’s bid was? 

Mr. Butz. Our bid was $3,633,000. 

Mr. Brickrreip. And was this a sealed bid ? 

Mr. Burrz. It was sealed, yes. 

Mr. Brickrteip. And were these bids opened publicly ? 

Mr. Burrz. Yes, they were. 

Mr. Brickrretp. And announced ? 

Mr. Burrz. Well, usually, when you have public bids, it is an- 
nounced in an auditorium, or a large assembly room, where most of 
the people who have bid the work are present, plus other repre- 
sentatives of the building industry and trade publications. 

Mr. Bricxrieitp. And where did the opening of bids take place? 

Mr. Burrz. The port authority building. 

Mr. Brickrietp. Where is that? 

Mr. Burrz. That, I believe, is on 17th Street, Seventh Avenue, or 
Eighth. 

Mr. Brickrretp. Would it be 111 Eighth Avenue, sir? 

Mr. Burrz. That is correct. 

Mr. Bricxrietp. What date was this? 

Mr. Buirz. December 9, 1958. 

Mr. Brickrietp. Was the Joseph Blitz Co. the low bidder? 

Mr. Burrz. We were. 

Mr. Brickxrtetp. And did you get the job? 

Mr. Burrz. No, we did not. 

Mr. Bricxriritp. Who did, Mr. Blitz? 

Mr. Burrz. The second bidder. 

Mr. Brickrireip. And who was that ? 

Mr. Burrz. Planet Construction. 

Mr. Brickrretp. What was that amount ? 

Mr. Burrz. $3,667,000. 

Mr. Brickxriep. There was, then, a difference of $34,000 between 
your bid and that of Planet's, is that right ? 

Mr. Burrz. That is correct. 

Mr. Bricxrietp. Mr. Chairman, I ask that the list on Brown’s Letter 
fowhich Mr. Blitz has testified be made a part of the record. 

Mr. Birrz. May I correct one statement ? 
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This is a form that Brown’s Letters prepares and hands out to al] 
the people entering the auditorium, so they can list the bids as they ar 
called. 

Mr. Brickrievp. But I think you testified, Mr. Blitz, that that con. 
tained the list of the bids submitted on that particular occasion, 

Mr. Burrz. That is a correct statement. 

(The document referred to appears at p. 2032.) 

Mr. Brickrietp. Did there come a time shortly after the bids were 
opened that the port authority contacted you indice ating that there was 
some question about the acceptability of your bid / 

Mr. Burrz. No, there was no question about the acceptability. 

When the bids were opened, and we were low bidder, a member of 
the port authority asked my representative to come and visit with them 
the following day. 

Mr. Brickrieip. Did he go? 

Mr. Burrz. I went tothis meeting with one of my men. 

Mr. Brickrietp. With whom did you meet / 

Mr. Burrz. We met with Mr. Kyle, and a group of about eight or 
nine other gentlemen. 

Mr. Brickrrecp. And was this at the Port Authority Building? 

Mr. Burrz. Yes, it was. 

Mr. Brickrietp. What took place at that meeting / 

Mr. Burrz. Mr. Kyle asked me if I would tell him to what subeon- 
tractors we would award a certain phase of the work. 

We told him we did not award or decide at that time who would 
do the various component parts of the hangar, but we did indicate to 
him two or three names of the major portions of the work. 

Mr. Brickrretp. Did he ask you for a list of subcontractors? 

Mr. Burrz. He subsequently asked me to submit to him in writing 
what subcontractors we would award the contracts to if we got the 
award. 

Mr. Brickrietp. And in answer to that request, did you submit a 
list in writing? 

Mr. Buirz. Yes. 

I had another meeting with Mr. Kyle, and with me I took a letter 
addressed to them, indicating some of the major subcontracts. 

And that was on Dec ember 18. My letter was dated December 17. 

Mr. Brickrieip. Do you have a copy of that letter / 

Mr. Burrz. Yes, I have it here. 

Mr. Brickrietp. Mr. Chairman, I request that that letter which the 
gentleman just announced be made a part of the record at this point. 

The Cuatrman. It is accepted. 

(The letter referred to appears at p. 2033. ) 

Mr. Brickrietp. Did the port authority indicate to you at any time 
that any subcontractor named in that letter was unacceptable to them! 

Mr. Buirz. No, they did not. 

Mr. Brickrie_p. This meeting with the port authority, did you tell 
them that you were financially responsible, sir / 

Mr. Burrz. There was no need for it, because with the bid we 
submit a financial statement and a bid bond issued by American 
Casualty Corp. 

Mr. Brickrtep. As to a bid bond, if you were to go into the market 
and seek a bond, what would be the dollar amount of a bond that you 
could obtain ? 


| 
| 








of 
mn 


he 
nt. 


me 
n! 
el 
we 


an 


oul 


PORT OF NEW YORK AUTHORITY 2017 


Mr. Burrz. Well, the surety company works on the bondability of 
acontractor on two elements: ; 

The quick assets of the corporation, and their ability to perform. 

And when you do have both, they will issue a bond. There are 
certain capacities of bonding a company can have. At that partic- 
ular time, I believe we had a bonding capacity of $20 million, and 
today, of course, we have much more. 

Mr. BrickrieLp. And was that bonding capacity sufficient to cover 
any bond that would be required by this particular project ¢ 

r. Burrz. More than ample. 

Mr. Brickrietp. How large a construction firm do you have, Mr. 
Blitz ¢ 

Mr. Buirz. Well, we have a personnel in the office consisting of en- 
ineers and a men, about 20. We have a supervising loves on 
the field in different projects, and a number of workmen, depending 
upon the amount of work we have. 

Today we have approximately 800, 

Mr. Brickrtep. oo have 800 workmen in the field. You said 
you had a number of supervisory personnel in the field. 

Mr. Burrz. Yes. 

Mr. Brickrietp. Would you give us the number? 

Mr. Burrz. Well, that also is a function of the number of projects 
going at a time. I would say probably about a dozen, if not more. 

Mr. Brickrietp. Did there come a time when you had still another 
meeting with the responsible officials of the port authority / 

Mr. Burrz. The last meeting I had with the group at the port au- 
thority is the day I brought that letter in. 

The next meeting I had was in January, after I found out, through 
the building trade, that the contract was awarded to the second bidder. 

Mr. Brickrieip. You had a meeting in January ¢ 

Mr. Burrz. At my request. 

Mr. Brickriecp. Who was at that meeting? 

Mr. Butz. Mr. Kyle and his assistant, my associate, I believe my 
vice president, and myself. 

Mr. Brickrietp. What took place at that meeting ? 

Mr. Buirz. I asked Mr. Kyle why we did not get the contract. 
And he told me, well— 

Mr. Brickrieip. Had the contract been awarded at that time? 

Mr. Burrz. I don’t know whether the actual signing of the con- 
tract had been awarded, but it was common knowledge that the second 
bidder had it. 

Mr. Brickrievp. All right. You said you asked Mr. Kyle as to 
why you did not get the contract. 

Mr. Buirz. He said he thought it was in the best interests of the 
+ authority not to give us the job. I asked him why. He said, 

fell, one item we didn’t do our own concrete work. 

Mr. Brickrieip. Was that a requirement, or a specification, or con- 
dition in the bid offer / 

Mr. Burrz. No, there is no such qualification in the bid, or in the 
specifications. 

Mr. Brickrieip. And did you offer to do your own concrete work ¢ 

Mr. Buirz. No. At the initial meeting I had with Mr. Kyle, the 
day directly after the bid opening, he asked me if we are going to do 
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our own concrete work. I said, “I don’t know, we may or may not, 
we haven't decided.” 

Mr. Brickrievp. Did there come a time when you were told tha 
you would not be awarded the contract ? 

Mr. Burrz. No. They never got in touch with us. And only after 
the fact had been completed, that we did not get the contract, and the 
second bidder did, and even then we were not notified, we just mere] 
got a letter from the port authority on January 2, returning some 
papers that were submitted with our bid. 

Mr. Brickrievp. Is it a long letter, Mr. Blitz? 

Mr. Burtrz. No, it is very short. It is addressed to me: 

Subject: New York International Airport—Contract NYA-970.005—-Hangar No 
17—Superstructure. 

GENTLEMEN: Transmitted herewith are papers, as listed below, submitted with 
your bid on Port of New York Authority Contract No. NYA-970.005. 

Below isa signature signed “John M. Kyle, Chief Engineer.” Below 
it says: “Enclosure: certificate of incorporation.” 

Mr. Brickrieip. And that was the only formal communication that 
vou received from the port authority on this particular matter? 

Mr. Burrz. That is correct. 

Mr. BrickrreLp. Mr. Chairman, I request that that be made a part 
of the record. 

The CHarrMan. It will be accepted. 

(The document referred to appears at p. 2034.) 

Mr. Hottzman. In your conversation, besides the problem that you 
did not do your own concrete work, was there anything else told to 
you? ; 

Mr. Buirz. Yes. He asked me—at this meeting, I might add, not 
only was Mr. Kyle and his assistants present, but also their attorney 
and accountant. And the accountant asked me who can he contact 
to discuss my statement. I told him he can contact our accountants 
directly. 

Mr. Hotrzman. Is that it / 

Mr. Brirz. That is all. 

Mr. Hortzman. That is the sum-total of your talk with him? 

Mr. Buirz. I may add, they did ask me who would be our super. 
intendent in the field. I told them our superintendent in the field,s 
Mr. Post, who has been a construction superintendent on another 
hangar for a different contractor. 

Mr. Hortzman. I am trying to get the sequence of events now. 
Was all of this after you had received that letter’ 

Mr. Burrz. No, the day after my bid was opened publicly, and I was 
low bidder. 

Mr. Hottzman. Do you know whether your accountant was ever 
contacted. 

Mr. Buirz. Yes, he was. He was called by someone in the office, 
and they asked him one question, which he answered, and that is all. 

Mr. Brickrrevp. Mr. Blitz, did your company incur any expen 
in preparing the bid on project or hangar No. 17? 

Mr. Burrz. Oh, yes. 

Mr. Brickrtecp. How much was that expense / 

Mr. Burrz. Well, I can only estimate that, and I would say it would 
run about $7,000 to $10,000. 
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. Brickrretp. Could you describe briefly the nature of these 
ex oe and why they were necessary ¢ 

er Burrz. Well, we have two or three men review the plans and 

ifications, take off quantities, list the various component parts 
ot the hangar, contact probably hundreds of subcontractors, have 
meetings with them. I would say it would be approximately 2 to 
3 weeks’ work. 

Mr. BrickrteLp. You take three men. Do you prorate that against 
the overall expense of your estimating section, or what? How do 
you arrive at $7,000 to $10,000? 

’ Mr. Burrz. Well, this is the value of their salaries we pay, plus our 


og 
BrIcKFIELD. I see. 


Did the port authority release the information that your company 
was low bidder ? 

Mr. Burrz. It was public—open public, and all the trade publica- 
tions were present, with all the other contractors. 

Mr. Brickrieip. So that the public in general knew, and especially 
the people in the industry knew / 

Mr. Burrz. It is also published in all the trade papers. 

Mr. Brickrretp. And the fact that the contract was awarded to 
Planet, was also a matter of public knowledge ‘ 

Mr. Burrz. Oh, yes. 

Mr. Brickrieitp. Do you think this awarding of the contract to 
someone who was not the low bidder was harmful or injured your 
company, or its reputation in any way ? 

Mr. Brirz. Well, definitely. In regard to our reputation, it cer- 
tainly is sort of a blow to one’s reputation and ability to perform. 

Mr. BrickFrie.p. Mr. Blitz, in connection with the bids on hangar 
No. 17, did the port authority employ what is known as a prequalifi- 
cation procedure / 

Mr. Burrz. No, they don’t. 

Mr. Brickrietp. Would you describe for the committee the nature 
of such a procedure / 

Mr. Burrz. Well, many Government agencies have a prequalifi- 
cation. If you care to bid a public project, you would apply to that 
particular agency and they would submit to you their form of pre- 
qualifications, which consists of your corporation, the background, 
what projects you have done, and completed, your personnel, your 
experience, and your financial ability. 

f that is satisfactory, they then will release plans and specifications 
for you to bid the job. 

Mr. Brickrieitp. Asa general rule, once a bidder is prequalified and 
he is the lowest bidder, would he not ordinarily have to be accepted 
for the particular job? 

Mr. Burrz. Well, I don’t know if he has to be accepted. I don’t 
know of any case where they were not accepted. 

Mr. Hortzman. It would be very difficult, would it not, for an 
agency to turn down such a low bidder if he had been prequalified ; 
isthat not so / 

Mr. Buirz. Definitely. 

Mr. Hottrzman. This practice is not followed by the port authority ; 
[take it ? 
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Mr. Burrz. No; it is not. 

Mr. Hotrzman. They have no such prequalifications / 

Mr. Buirz. No; they have not. 

Mr. Brickxrietp. Mr. Blitz, do you know of any agencies in the State 
of New York or municipal agencies that do have such a procedure! 

Mr. Buirz. Well, we do a tremendous amount of work for New York 
City Housing Authority. We now presently have five large housing 
projects. They employ that. We have doneschool work. The board 
of education has a prequalification. The Army Corps of Engineers 
has prequalifications, many authorities; to what extent I don’t know, 

Mr. Brickrietp. Do you think that if such a procedure as was 
employed here, at least in your particular case, would have prevented 
harm to your business and your business reputation / 

Mr. Burrz. Not only harm, but also expense. 

Mr. Hoitzman. It might even have resulted in your getting the 
contract ; is that not so / 

Mr. Burrz. That could be possible. 

Mr. Brickrievp. Mr. Blitz, you have testified here that you wer 
the low bidder, that the port authority raised some questions about 
the subcontractors, that you submitted a list of subcontractors ip 
order to satisfy their objections; they raised a question about the 
concrete work which you offered to do yourself, although you pointed 
out—— 

Mr. Burrz. No: I did not offer to do it myself. I might add, I said 
to Mr. Kyle, “The next project that comes up, if we were to tell you 
now that I will do the concrete work with our own force, and if we 
were low bidder, would we get the job/” His answer was, “It would 
be one strike less against you.” 

Mr. Brickrievp. I did not hear. 

Mr. Buitz. He said, “* It would be one strike less against you.” 

Mr. Hoitzman. Did he tell you Ww hat the other strikes were / 

Mr. Butz. No. I tried to inquire. I told him very frankly, “You 
just don’t want me to bid port authority work.” He said, “You ean 
draw your own conclusions.” 

Mr. BrickrieLp. Well, in any event, you tried to satisfy him on the 
subcontractors. There was no requirement about concrete work, at 
least, in the offer. You were the low bidder. And you were not 
awarded the contract. 

Mr. Burrz. That is correct. 

Mr. BrickrieLp. Would you say you were a responsible bidder? 

Mr. Buirz. Iam sure we are. 

Mr. Brickriretp. Did the port authority give you any reason as to 
why the contract was not awarded to you ¢ 

Mr. Buirz. No; they did not. 

Mr. BrickFie_p. Now, in light 

Mr. Hotrzman. Other than you have testified / 

Mr. Burrz. Other than I have testified, surely. 

Mr. Brickrievp. Did you ask the port authority / 

Mr. Burrz. I asked them in a meeting in January, after the contract 
was awarded to the second bidder, and he just merely—I am not quot- 
ing the words—said it was to their best interests to give it to the 
second bidder. 
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Mr. Bricxrieip. Well, do you have an opinion, Mr. Blitz, as to why 
thecontract was not awarded to you ? 

Mr. Burrz. No; I do not have an opinion on that. 
ate Mr. Brickrieip. Well, do you have an opinion as to what could 
fe! | be done in this particular situation to save you the expense of esti- 
tk | mating a job and being the low bidder, feeling that you were respon- 
Ing | ble, and that this might hurt you in your reputation, that the com- 
ind | mittee might consider in connection with these investigations? 
ers Mr. Burrz. Well, I would say that it is only equitable to the con- 


®. | tractors who are figuring work, whether port authority or any agency, 
ras | tobe prequalified, since we go to a great deal of expense in submitting 
tel | sbid. And if the port authority has such prequalification, and for 


any particular reason they did not want us to submit a bid, and did 
not qualify us, we would not bid the job, nor have the embarrassment 
of being low bidder and not getting the contract. 

Ithink it is unfair. 

Mr. Hourzman. It would be a twofold advantage to any contrac- 


| 

7 | tor, would it not (a) it would save some money in the first instance, 
but | and (4) it would prevent any possible embarrassment if he happened 
| tobe the low bidder who did not get the work. Is that correct? 
the Mr. Burrz. That is correct, Congressman. 
ted Mr. Brickrietp. Mr. Chairman, I have no further questions. Just 
., | for the record, though, I would like to insert at this point the port 
aid | authority's regulation PAT-45-1.03 entitled “Award of Construction 
you | and Maintenance Contracts,” and for the record, in order that we may 
We | have it at this point. 
uld The CHarrman. It will be accepted for the record. 

(The document referred to appears at p. 2035.) 

The Cuarrman. Thank you very much, Mr. Blitz. 

Mr. Gotpsterx. Mr. Chairman, in the light of Mr. Blitz’ testimony, 
von Mr. John M. Kyle, our chief engineer, has been subpenaed here as a 


witness, and we ask that he be permitted now to testify with respect 
can | tothis matter. 
The CHatRMAN. We will be glad to have him. 
the Mr. Gotpsrrin. Thank you, sir. 
Ht 1) The Cuarrman. Do you solemnly swear to tell the truth, the whole 
not | truth, and nothing but the truth, so help you God ? 
Mr. Kyur. I do, sir. 


TESTIMONY OF JOHN M. KYLE 


; to The Cuatrman. Do you havea statement, Mr. Kyle? 

Mr. Kyte. Yes: I would like to make a statement. 

[am the chief engineer of the port authority. As part of my 
rsponsibility I accept, on the part of the port authority, the bids 
that are submitted on various projects. 

| _ As Mr, Blitz testified, his company submitted a proposal for building 

mangar No. 17, New York International Airport. I do not have the 

ract | dates in front of me, but they are approximately correct—the dates he 
not- | fave, 

the | At that time the bids were submitted—again I don’t have the num- 

‘rs before me, but his company was the monetary low bidder, the 

ond monetary low bidder was Planet, their price being according to 
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Mr. Blitz, and I think this is reasonably correct, about 1 percent above 
Mr. Blitz’ price. 

Immediately after the bidding, it is our custom to ask that the bid. 
ders come in and explain to us their procedures for building the job, 
generally the subcontractors that they have selected for the job, ift ey 
have selected any. We review their financial condition, we check to 
see whether they are bondable. And then we ask them to give us a list 
of the projects that they have done in the past of a similar character go 
that. we can check into them and see whether or not they are competent 
to perform the type of work that is specified in the contract. 

I did this with Mr. Blitz. He gave us a list of contracts, not only 
list of contracts that he said he had done, but also a list of people that 
he would like us to check as references on these projects. 

I personally checked three of the references that Mr. Blitz gave us 
with respect to three jobs. In every case, I received an unfavorable 
report on the performance of the Blitz Co., and a recommendation in 
every case that under no conditions should we give the contract to 
Blitz, unless we expected to have a great deal of trouble with them. 

Now, I would like to go back, if I might, for a minute, to something 
that Mr. Blitz says, to show the lack of know ledge of W hat he is talking 
about. 

Mr. Blitz says this isa shell hangar. It isnot a shell hangar. Itis 
a cable-supported steel cantilever hangar. 

Mr. Hotrzman. Mr. Blitz said it was a shell structure. 

Would that make any difference / 

Mr. Kyte. Yes: it would make a big difference. A shell structur, 
sir, a generic term—we have some shell structures at our airport, That 
is not one of them. 

We, as a matter of course, like to have contractors that do a portion, 
a major portion of their own work. He is absolutely correct in saying 
that we do not require it in their specifications. The question I asked 
him was how much of the work will you do with your own forces, o 
are you going to be a broker on this job? Now, in the trade, a broker 
is a man who shops around for the subcontracts, gets the cheapest price, 
and our experience has been that it is a very unsatisfactory way to build 
buildings. 

That was the reason that I asked him if he was going to do his ow 
concrete, and he said—he told me he was not, he thought he could buy 
it cheaper by having somebody else do it. Undoubtedly he could— 
cheaper and worse. 

I had one other very serious problem, and I am terribly glad that 
Mr. Blitz brought it up, because I don’t like to make disparaging 
remarks about any person in the industry. After all, engineers, # 
you know, are a very clanish bunch. We don’t like to criticize each 
other. 

Unfortunately, he brought up the name of the man that I have to 
personally criticize. The name of the man was the man that he said 
was going to be superintendent of this job. That man had been the 
superintendent on another hangar at the airport for another contrac 
tor. He performed phenomenally badly. The job was 6 or 8 months 
behind schedule in completion, mostly due to the inefficiency of the 
contractor and the way the job was organized. This superintendent 


contends that it wasn’t his fault that the job went so badly, that it 
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was his boss’ fault. But I don’t think that you can always attribute 
it to the boss. ‘ ; 

Ithink some of it has to be his fault. 

Now, in this case, compounding the fact that Mr. Blitz was not 
going to be able to do a first-class job, was the fact that he was going 
to put a superintendent on the job who demonstrated he had done a 
very poor job for the port authority in the past job. And with all 
this data at hand, I don’t think it was worthwhile to recommend the 
award to Mr. Blitz. 

Now, I hate to criticize people, I hate to criticize Mr. Blitz. I have 
never criticized Mr. Blitz or his company publicly, and I hate to do 
ithere today. I don’t think this is the right thing to do. But it has 
got to be done. He has accused us of doing something wrong, and 
we have to make the record straight. 

Now, in this case, if we had a poor contractor here—we have a 
hangar which is absolutely necessary to be completed on time, because, 
as you know, the traffic is growing by leaps and bounds at the air- 

rt,and you need the capacity, and on the hangars were always two 
jumps ahead of ourselves on this hangar capacity. 

Now, if Mr. Blitz was late on the completion of this hangar—this 
hangar was under lease. We had promised tenants they could move 
inon certain dates. And we made commitments to them that it would 
be done on the contract date specified in the contract, 

Now, if I can stop for just a minute, I do not award any contract 
for the port authority. I actually make a recommendation. I make 
arecommendation to a group of commissioners who are generally in 
favor of an award to low bidders. So when I have a recommendation 
tomake that is other than to a low bidder, I have an uphill problem 
of making this recommendation. I have to document what I say. I 
have to be very careful that I don’t discriminate against anybody 
unjustly. I have to be very careful that I give every contractor an 
equal and fair opportunity. 

In this case, I made the recommendation based on our experience 
with the superintendent for Mr. Blitz, with my research on the jobs 
that Mr. Blitz had done for other people. 

Remember, these are not jobs I picked. These are jobs Mr. Blitz 
icked—out of his—whatever he said—$300 million worth of work. 
He specifically picked jobs for me to look at. These are the jobs we 
looked at. And these are the jobs that uniformly the people said 
he didn’t do a good job, he had tremendous claims, he was behind 
time—all these things about them, that give you real serious worries 
about a contractor. And the pattern was one of not a first-class 
contractor. 

And, as I say, I have never publicly said this about a contractor be- 
fore. I don’t ever want to say it publicly. But this time I am forced 
tosay it. 

These recommendations went to the commissioners. I told the 
commissioners in words very familiar to the words I am telling you 
gentlemen, item by item by item, why I had to come in with this spe- 
tific recommendation to award to the second bidder. The award was 
made to the second bidder. The second bidder finished the job on 


vhedule. 
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Mr. Brickrievp. Mr. Kyle, Mr. Blitz testified that in reliance op 
the port authority’s offer, he expended between $7,000 and $10,000 to 
estimate this particular bid. You testified that the port authority 
has a policy whereby they want the general contractor to do a syb- 
stantial part of his own work. W hy was not that policy stated on 
the port authority's bid offer ? 

Mr. Kyte. This, sir—if I said it is their policy, I should have said 
we like them to doa substantial part of their own work. 

Mr. Hotrzman. That means policy, does it not ? 

Mr. Kyze. We do not require this, I want to be very specific, 

Mr. Hoirzman. Don’t you think it would be a better practice to 
have the prequalification set up from the viewpoint of the authority, 
the viewpoint of the contrac re and in the public interest ? 

Mr. Kyte. Mr. Holtzman, I don’t. Would you like me to delineate 
why I dont’? 

Mr. Hourzman. I would like to hear why. 

Mr. Kyte. When you establish a prequalified list, you automatically 
say that a man who has been prequalified if he is the low bidder, will 
be awarded the contract. Now, lots of things can hs appen. A man 
can get in financial trouble between the time he is prequalified and the 
time the bidding comes up. This has happened as recently as a month 
or two ago with one of the fine contractors in New York—none of us 
knew that he was in bad shape, he went broke. 

We also have a wide range of projects. We do highways—I mean 
runways in connection with airports, we do bridges, we do tunnels, we 
do hangars, we do buildings, we do piers. We would have to have, 
sir, a set of prequalifications in every category; and this category could 
easily run to 10 or a dozen, and each one would have to be prequalified 
in each one of a dozen categories. 

The problem of prequalifications, again, is this thing that is high 
lighted exactly by what Mr. Blitz said. He picked an inferior super: 
intendent to run the job. You need a first-class, topnotch super 
intendent. 

Mr. Houtzman. You would determine this in your prequalifieation, 
would you not ? 

Mr. Kyie. You can’t do that, sir 

Mr. Hourzman. Why not ? 

Mr. Kyxe. Because supposing the superintendent that they have 
put in the preaualifications is assigned to a job the next week, or the 
next month, and he doesn’t work for them / 

Mr. HourzmMan. Suppose the contractor whom you employ under 
the program that you have now dies / 

Mr. Kyte. Then I wouldn't have a bid, sir. 

Mr. Hoitrzman. You are assuming a series of events where you 
can no longer retain control. No one can foretell what is going to 
happen. 

If you have a prequalification setup you can resolve nearly all of 
these questions in advance, it seems to me. And I am certainly no 
expert in this. However, when you urge that a man may hecome 
insolvent, he can become insolvent even without a prequalification 
program, isn’t that so ? 

Mr. Kyte. Yes, Mr. Holtzman. 
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Mr. Hovrzman. And you would then withdraw the contract, and 
you would have the right, under your contract. 

Mr. Kye. I am sorry, that is a legal question, but I don’t think we 
ean With all the contracts, sir. 

Mr. Hoitrzman. Let me ask Mr. Goldstein. Suppose between the 
time of the acceptance of the bid and the commencement of the work 
you found that a contractor was not competent to do the job. Do 
you have any clause that would let you out ¢ 

Mr. Gotpstein. You mean after the contract was entered into? 

Mr. Hoitrzman. Yes, after the contract—after the bid was accepted. 

Mr. Gotpstein. No, we don’t have any such clause. 

Mr. Hourzman. You don’t have any such clause. What do you do, 
then, if between the time the bid was accepted and the commencement 
of work the contractor became insolvent ? 

Mr. Go_pstrein. Well- 

Mr. Kyve. It depends upon whether yeu have a performance bond 
or not. 

Mr. Hoirzman. Well, in a prequalification procedure you would 
also require a performance bond, which is your big security, is it not? 

Mr. Kyie. Mr. Holtzman 

Mr. Tonin. We don’t require performance bonds. 

Mr. Hourzman. In any instance? 

Mr. Tonin. Only if we think it requires it. Generally speaking, 
if we think the contractor is sound, good contractor, his credit is 
good, we don't require a performance bond. If we have any question 
about those things, it is worrisome, then we will. 

Mr. Hourzman. Then you feel, Mr. Kyle, that the prequalification 
program would serve no purpose ? 

Mr. Kyie. Could I say a couple more things? I don’t want to be 
% long winded, but you are asking me questions very dear to my 
hart. I have been in this business since 1925. You have certain 
convictions as a professional man that you have gotten over the 
years of experience in this field. I have seen prequ: alifications work 
against fine contractors. In other words, prequalifying takes a long 
time to do. You have got to do a complete investigation of the com- 
pany, a financial investigation, all that. 

If, prior to a bidding period—and we usually allow 3 or 4 weeks 
to bid a job—a man comes in, sees the thing, as Mr. Blitz said he saw 
itin the trade publication—incidentally, we give it wide distribution 
by publishing in the Engineering News Record, which is kind of the 
bible of the engineering profession for this—if in that period he came 
nand wanted to bid it, and it took a couple of weeks for you to pre- 
qualify him, that man might not be able to bid that job. 

Now, actually, Mr. Blitz, I know, is familiar with the fact that in 
ill—making up bids, you are always taking a gamble that you won't 
get the job. This costs money. This is part of the overhead of run- 
ting a large or even a small construction outfit. And the amount of 
money involved here I don't think is the significant thing here. 

Iam completely in agreement with Mr. Blitz that you do not want 
fo damage your contractor’s —— That is the reason that we 
do not go into the public press and say we did not award to Mr. 
Blitz for (a), (b), (c), (d) reasons. 

As Miss Skehan says 
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Mr. Tosrn. A general statement of why is in the minutes. 

Mr. Kyze. And the Commissioners have, believe me, a complete 
exposition of this, and in great detail. First we go to the constrye. 
tion committee, and we review it with this group, and then we go to 
the board. 

Now, I think I would also like to point out that over the years, we 
have been terribly fortunate in the port authority in having well 
qualified engineers as commissioners of the port authority, who ar 
familiar with these things. 

And these Commissioners, sir, have decided that we do not pre- 
qualify. 

I recommended it, I grant you that. And it was there before I was 
there. 

Mr. Hottrzman. You did recommend it ? 

Mr. Kyte. That we do not prequalify. And that was in existence 
before I was there. 

But these engineers, who have outstanding reputations—one of 
them was head of the Department of Public Works of the State of 
New York; another was the head of a large university; another one 
is in another university—I mean they are people who have reputa- 
tions and really know this thing in and out. 

It is not the business of a staff coming up with a recommends. 
tion to people who do not understand it. 

They understand it better than we do. And they agree with this 
procedure, sir. 

And I do what the commissioners decide sha]! be done. 

Mr. Tostn. May we also say, sir, that in the—typically in Mr 
Kyle’s report to the committee, and in this report in particular, I re 
member it—he uses names, and who said that these previous jobs were 
incompetently performed, which he is not doing here, and which he 
knows, and which he is withholding here, but which he used before the 
committee. 

Mr. Hottzman. Thank you. 

The Cuarrman. Mr. Kyle- 

Mr. Burrz. Mr. Chairman, may I answer Mr. Kyle? 

The Cuatrman. Step forward, Mr. Blitz. 

Mr. Burrz. I further want to say, Mr. Chairman, I appreciate the 
sensitivity of Mr. Kyle. But I do want to take exception to what he 
said : 

That he tries to get contractors who do work with their own task 
force. 

I would like to ask Mr. Kyle: Is it not true that George A. Fuller, 
Turner, Kold Wingate, and many other contractors, do no part of any 
particular trades, and certainly they are qualified contractors. 

Kold Wingate has completed and built the International Building, 
Arrival Building. 

I would like to ask Mr. Kyle if he performs any of the trades that 
he is so anxious to have a general contractor perform / 

The CuarrkMan. Do you want to answer that, Mr. Kyle? 

Mr. Kyte. I would like to answer the three parts of his question, if 
I may. 

Mr. Hourzman. Let us take the International Arrival Building 
first. 
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Mr. Kyte. The low bidder on that was the Cauldwell Wingate Co. 
They did, as I remember, none of their own work except protection, 
ceaning, watchmen’s service, guard service, and things Vike that. 

It might be about 5 percent of the job. 

Mr. aah vas Then this would not be consistent with your gen- 
eral purpose to have the contractor perform substantially the work of 
the particular item, would it? 

Mr. Kyte. Mr. Holtzman—— 

Mr. Hottzman. Is that consistent ? 

Mr. Kyte. That is not what I said, sir. I said we hoped they 
would. 

Mr. Hottzman. This would not be consistent with your hope, is 
that correct ? 

Mr. Kyrie. They did not come along with my hopes, that is correct. 
sir. 

Mr. Hottzman. Did you know that in advance? 

Mr. Kyte. No, I did not. 

Mr. Hourzman. Did you ask that? 

Mr. Kyve. I asked, and at the time of the bidding, they said that 
they would probably do—I have to correct myself. 

ey did do some of their own concrete work. They did their own 
foundation work. 

Now, with respect to the other two—— 

Mr. Hoitzman. Let us stay with the International Arrival 
Building. 

Did you ask him how much, if any, of the work they would do 
themselves ? 

Mr. Kye. Yes, sir. 

Mr. Hottzman. What did they tell you at the time? 

Mr. Kyxe. They told me they would do the foundation concrete, 
and probably do the arches. They did not do the arches. 

Mr. Hotrzman. What percentage of the work to be done at this 
particular building does that represent? Approximately ? 

Mr. Kyte. With the arches, about 17 percent, I would say. That 
would be a guess. 

Mr. Hottzman. That certainly was not consistent with your hope 
that a contractor would do substantially the work of the particular 
project, is that so ¢ 

Mr. Kyrie. Well, Mr. Holtzman, if I can stop you just a moment, 
this is the key to the problem. In other words, if you get the founda- 
tions in, you get your piers in, get your steel started, and get your 
arches poured, you are off and running. 

No contractor does his own 

Mr. Hoitzman. But this is 17 percent of the overall work, is that 
not so ¢ 

Mr. Kye. Yes, that is substantially what a general contractor can 
do, Mr. Holtzman. 

A general contractor in the New York area, and only in the New 
York area, cannot—I am sure Mr. Blitz will agree with me on this— 
cannot do more than about 40 percent, if he does everything himself. 

Mr. Burrz. Mr. Chairman, would like to ask Mr. Kyle a couple of 
other questions. 
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Mr. Kyte. Could I answer the other two questions he asked me be. 
fore he asks any more / 

The CHarrMan. Yes. 

Mr. Kyxe. He asked two more questions. 

He said : “Does Turner Co. do much of their own work ¢” 

On the bus terminal, which Turner performed for the Port of Ney 
York Authority, they did all their own concrete work, they did al 
their own brick work, they did all their own excavation. 

They did not do the general excavation, but the interior excavation 
after the job was started. 

And the only work they let out on that job were the mechanical 
trades. 

With respect to Fuller, they have never performed a contract for 
the Port of New York Authority, sir, to my knowledge. 

Mr. Burrz. I do want to say, because surely Mr. Kyle would recog. 
nize that Fuller is a substantial construction company, not only ip 
New York, but throughout the entire country 

Mr. Kyte. I think they are outstanding, sir. 

Mr. Buirz. I would like to make a list of the things that Mr. Kyle 
says he does and does not. 

For example, he has no prequalifications, but, yet, it is not uncom. 
mon for the port authority to have bids on a construction and haves 
“select list.” 

They do prequalify in some manner. I would like to ask him ap 
othe Tr quest ion. 

The CuarkMan. What is meant by a “select list™ / 

Mr. Burrz. In other words, they select the contractors whom they 
invite to bid. 

No other general contractors are invited to bid. 

Mr. Topix. Typically where you have a contract that has special 
considerations Me requirements of time or quality or difficulty, in that 
connection, typically, such a contract was the second deck of the 
George Washington Bridge, and particularly the big electrical con- 
tract for that, where we selected a list of competent electrical con 
tractors, and have that list that we are sure of, bid—they bid, and 
Fishback & Moore, of which you are a director, sir, was awarded 
the contract. 

Mr. Buirz. May I finish my statement ‘ 

The Cuatrman. Did I have anything to do with that, sir/ 

Mr. Topix. No. 

The Cuarrman. I only became a director of that company recently, 

Mr. Burrz. If this is a particular type of job that requires a special 
know-how, and a completion date, and the hangar was not, because 
it was not a select list, and there is nothing peculiar or particular about 

hangar than any other building structure. 

A contractor who does building construction, as a rule, can do any 
type of building structure except roads or bridges or any unique type 

This is not a unique type. If it were, I presume, according to “Mr 
Tobin, they would have a select list. 

I would like to ask another question. 

Mr. Roprno. Mr. Chairman, why do we not have him submit one 
question at a time. 

Mr. Burrz. I would like to make a series of questions. 
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How many times was the first bidder passed over in the last 25 
building construction projects 

Mr. Hotrzman. Are you able to answer that? 

Mr. Kye. I cannot answer that, sir, without referring. We have 
had, since I have been chief engineer of the port authority, in excess 
of 1,500 construction contracts, totaling $550 million. 

It is very, very difficult to concentrate on maybe a half a dozen 
contracts. 

Mr. Hottzman. Would you be able to get that information ¢ 

Mr. Kye. That information is available, sir. As a matter of fact, 
Mr. Holtzman, you have that information in the files. 

Mr. Torry. On all of those contracts, the contract was awarded to 
the low bidder, except, I think, in 2 or 2.5 percent of the cases. 

Mr. Kye. My assistant tells me there were a total of 15 contracts 
in the 1,500 I talked of, in which the award was not made to the 
lowest bidder. 

Mr. Burrz. It is also true that before we put a superintendent on 
the job, we submit the name and the qualifications to the port 
authority. 

Should the port authority not particularly like a superintendent for 
his being incompetent, they would reject him, and we would have to 
submit another name, another superintendent that would be satisfac- 
tory to the port authority. 

And if Mr. Kyle had objection to the superintendent that we sug- 
gested, he can surely have told us, like he told me other subcontractors 
that would be objection: 2 le to the port authority. 

As far as the ability to perform, the port authority asked us to 
furnish a bid bond. 

The purpose of a bid bond is to show the ability of the contractor 
to submit a payment and performance bond. If the port authority 
soelects to protect itself by getting such a bond, they can avail them- 
selves to that procedure. If they do not, they save the premium, and 
they feel, I am sure, what bid bonds they want a payment and perform- 
ance bond, and what they do not. 

Now, certainly if there is any question about the ability to perform 
financially, he can secure himself with the bid bond. 

In addition to that, I just do not want Mr. Kyle to be too benevolent 
and tell the committee how utterly fair they are and lean over back 
ward, because it is public knowledge in the building industry that 
they donot. I was asked by some of the trades people if I would make 
an issue on this hangar No. 17, and I assure you, Mr. Chairman, there 
are not too many contractors who would t: ake this position, and come 
forth as I have come forth. 

As a matter of fact, the Heating, Piping & Ventilating Association 
of the employers have passed a resolution requesting that the port 
wthority prequalify these men, and not have them incur expenses 
for estimating their work, only to be rejected. 

So it is quite common knowledge—and if Mr. Kyle does not recall 
the handful of contractors that he did not accept as low bidder, and 
reduces that to a percentage, let us take a percentage of the total 
dollars expended, and how much extra did the port authority pay 
between the low bidder and the second bidder. 

Mr. Tontx. You mean on the 15 contracts out of 15,000? 
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Mr. Buirz. I do not know how many. I never took count. Yoy 
people know, not I. 

Mr. Kyte. Well, there is an—there are an awful lot of questions 
here. 

I think maybe it gets to be a kind of a wrestling match. I hope the 
committee will bear with me. 

I have just gotten the notes from my files on the discussions with— 
of Mr. Blitz’ qualifications, and I have refreshed my memory. And 
it is not even as good as I said. 

The Cuatrman. I cannot hear you, Mr. Kyle. 

Mr. Kyze. All right, sir, 1 will speak up. 

The first organization that we asked for was the firm known 4s 
Wally K. Harrison, who Mr. Blitz had personally given as a reference, 

He said that the company does not do a good job, and that the 
president of the company was a most difficult man to get along 
with— 

The CuarrmMan. What are you reading now / 

Mr. Kyte. This is the record of my—I had my records pulled as to 
the meeting with Mr. Blitz. I am just reading extracts fecal it. 

Mr. Houirzman. Are you going to read personal references about 
Mr. Blitz? 

The CHatrman. Is this an internal memorandum of the port 
authority ¢ 

Mr. Kyte. I am trying to refresh my memory—— 

The Cuarrman. Is this an internal memorandum of the port 
authority ? : 

Mr. Kytr. I am just refreshing my memory as to what happened, 
that is all. 

The CuatrmMan. Is this a self-serving declaration as to the character 
or qualification of an individual ? 

Mr. Kyte. No, sir. This is just trying to refresh my memory 
to the investigation I made of Mr. Blitz. 

Mr. Tosrn. This is what Mr. Kyle told the commissioners when he 
recommended that this low bid be rejected. 

Mr. Goupstetn. Besides, Mr. Chairman, I just point out that Mr. 
Blitz is testifying about the plumbing and something other associs 
tion, and what they were saying. 

The Cuarrman. I did not know what it was. Go ahead. 

Mr. Kyxe. On that project, it was very difficult to deal with Mr. 
Blitz on claims and extras. 

On another reference that we made, they said that the walls built 
by the Blitz Co. had bulged and gone out of plumb, and that Mr 
Blitz refused to replace the wall until moneys were withheld on his 
contract, at which time they finally reluctantly came in and fixed 
the damaged walls. 


They also had very great difficulty with ee to Mr. Blitz, and | 


ike. 


pressures for payments on claims, and such 


It is a pattern that made me recommend to the commissioners that 
we just should not be dealing with this company, sir. 

Mr. Houtzman. You do not find that pattern, the identical pattem 
with every contractor with whom you have ever dealt ¢ 

Mr. Kyte. No, sir; I have found that the contractors in the Net 
York area, in the main, are very upright, honest people, and we have 
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very little troubles with them. We have had troubles on some of our 


0 
Mr. Ho.ttzman. You are not suggesting Mr. Blitz is not upright 
now, are you’ We are talking about difficulty on extras; that is not 
gnique in the building business, is it ? 

r. Kyte. We have not had much trouble with that, Mr. Holtzman. 

Mr. Hoitzman. I am asking you, Mr. Kyle, is that unique in the 
building business ? 

Would you let him respond, Miss Skehan, please? 

Miss SKEHAN. Yes, sir. 

Mr. Hotrzman. Is there anything unusual about that—even in a 
one-family home, do you not have a problem with a builder on extras? 
Mr. Kruz. Yes, Mr. Holtzman, you have problems with extras. 
Mr. Ho.rzMan. So there is nothing sinister or evil about that? 
Mr. Kyxe. There is nothing sinister or evil, sir. But in trying to 
manage a large building contract, it is much easier to deal with con- 

tractors that you do not have this problem with. 

And of the contractors we have dealt with in the last 13 years, I 
would say there is no more than 10 percent of them that we have had 
real extra troubles with. 

The CHarkMAN. Is there anything else you want to say, Mr. Kyle? 

Mr. Krier. No, sir. 

The CuarrMan. Anything else you want to say, Mr. Blitz? 

Mr. Burrz. Yes, I do want to, Your Honor, because this is certainly 
areflection on me, and I am not at all surprised that Mr. Kyle took 
this approach. 

I do say, although he is an engineer, his terminology is of a lay- 
man—bulging walls. 

There are no masonry walls bulging in the project he is referring to. 

These walls leaked; they did not bulge. And these walls did leak 
because of a deficiency, not in workmanship, or craftsmanship, which 
Ido not care to go into right now. 

But since he did bring up the one objection to it, I do have to answer. 

In relationship to the extras, I wonder what percentage of con- 
tracts awarded for the basic contract price are there extras on the port 
authority structures. 

Mr. Kyxe. I cannot tell that without researching the files. 

Mr. Hoitrzman. Would it be 30 percent, or 40 percent? 

Mr. Kyie. Actually, sir, our extras—and I did run a rundown on 
this for the commissioners about a year ago—at that point—were 
running about 1.75 percent. 

The CuatrMan. Anything else, Mr. Blitz? 

Mr. Burrz. No, that is about all. 

The Cuarmman. Thank you very much, Mr. Blitz and Mr. Kyle. 

Unless there is something else you want to say, we will terminate 
this part of the hearing. 

(The documents previously referred to follow :) 
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(The document referred to at p. 2016 follows :) 

DECEMBER 17, 1958. 
Re Contract NYA-970.005, hangar No. 17, New York International Airport. 
Tue Port or New YORK AUTHORITY, 
New York, N.Y. 
(Attention Mr. John M. Kyle, chief engineer). 

GENTLEMEN : In accordance with your request, we submit herewith the names 
of subcontractors to whom we would award contracts for certain work on the 
above project : 

Sprinklers: Raisler Corp., Sprinkler Division, 750 Third Avenue, New York, 
N.Y. 

Plumbing: Astrove Plumbing & Heating Corp., 36-14 32d Street, Long Island 
City, N.Y. 

Heating, ventilation, air conditioning: Dierks Heating Co., Inc., 438-32 33d 
Street, Long Island City, N.Y. 

Hangar doors: Byrne Doors, Inc., 101 Park Avenue, New York, N.Y. 

Elevators: Otis Elevator Co., 260 Eleventh Avenue, New York, N.Y. 

Electrical: Nager Electric Co., Inc., 420 Broadway, Brooklyn, N.Y. 

We trust that these subcontractors will meet with your approval. 

Very truly yours, 
Josepu P. Buitz, INc., 
Josern P. Buitz, President. 
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(The document referred to at p. 2018 follows :) 





TEE PORT OF NEW YORK AUTHORITY 
111 Ceghth Avenue-at 15th Street Newlfork 11 NY 


ENGINEERING DEPARTMENT 
John M. Ayle 


CHIEF ENGINEER 


January 2, 1959 


Joseph P, Blitz, Inc. 
5u5 Madison Avenue 
New York 22, New York 


Subject: NEW YORK INTERNATIONAL AIRPORT = Contract 
NYA-970,005 = Hangar No, 17 = Superstructur: 


Gentlemen: 


Transmitted herewith are papers, as listed below, su>| 
mitted with your bid on Port of New York Authority Contract No, 


NYA-970.005. 
Very truly yours, 
/ e | 
/ 4, f a ‘7s 
7 , , J 
John M, Kyle 
Chief Mmgineer 
Enc Losure 


Certificate of Incorporation 





No, 
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Office of the Executive Director PAI 45-1.03 
The Port of New York Authority January 14, 1954 


AWARD OF CONSTRUCTION AND MAINTENANCE CONTRACTS 


General Policy 

A. Public Advertisement - Lowest Qualified Bidder 
In contracting for the construction or maintenance of its facilities, 
the objective of the Port Authority is to receive the highest standards 
of quality at the lowest cost 
The policy of the Port Authority is to advertise publicly for sealed 
competitive bidding on construction and maintenance contracts, and, 
on receipt of bids, contracts are awarded without favoritism to the 
lowest qualified bidder, although the Port Authority is not required 


by law to do so 


In determining the lowest qualified bidder, the following factors af- 
fecting the bidders will be considered 


Price 
Bidder's ability mplete wor by required date 


-ort Authority and elsewhere 


onstruction or maintenance con- 


be found in the project authorizz 


yntract to other than low dollar bidder 


by the Executive Director, except 
$2500, in accordance with PAI 25-1. 01 
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n the Public Interest 


Exceptions to the policy of public advertisement will be made only 
when it is clearly in the public interest 


The circumstances under 


which the public interest may justify solicitation of bids by other 


than public 


advertisement will vary with individual cases but at 


least one of the following reasons must be present 


The need for the construction or maintenance 


and the saving of time is important 


The work to be performed is closely related t or 


work is 


a part of, 


work being performed by a contractor already working ona 


contract at the 


The amount of 


procedure w 


> site. 


work is so small that the cost of n 


lid be uneconomic 


mal 


and unwarranted 


Only a limited number of contractors 


tractor is 


qualified to perform the we 


Such exceptions on individual contracts 


to solicitation Dy 


Board, or the Boa 
estimated contract 


quirements tor aw 


the Executive 


Direct 


rd of Commissi< 


ers, 


cost in accordance wit 


ard of contracts 


a 
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2 ef 2 


are 
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The CuaikMAN. Our next witness is Mrs. Jaffe. Will you please 
rise and raise your right hand. Do you solemnly swear that your 
testimony in this hearing shall be the truth, the whole truth, and noth- 
ing but the truth, so he Ip. you God ¢ 

Mrs. Jarre. I do. 


TESTIMONY OF MRS. LEE K. JAFEE 


Mr. Maverz. Will you please state for the record your name and 
address. 

Mrs. Jarre. Mrs. Lee K. Jaffe. 

Mr. Maverz. Could you speak just a little bit louder, please. 

Mrs. Jarre. Mrs. Lee K. Jaffe, 34 Nassau Drive, Great Neck. 

Mr. Maerz. I am sorry, I just cannot hear you. 

Mrs. Jarre. I am shouting. Mrs. Lee K. Jaffe, 34 Nassau Drive, 
(Great Neck, Long Island. 

Mr. Maerz. And what position do you hold at the Port of New 
York Authority / 

Mrs. Jarre. | am director of public relations. 

Mr. Maerz. How long have you held that position ? 

Mrs. Jarre. Almost 17 years. 

Mr. Maerz. And what is your present salary ? 

Mrs. Jarre. $35,000. 

Mr. Maerz. $35,000 a year? 

Mrs. Jarre. Yes. 

Mr. Maerz. What did you do prior to coming with the port 
authority / 

Mrs. Jarre. How far back do you want me to go? 

Mr. Maerz. Just as far back as you like. 

Mr. Hourzman. Far enough so that we are not embarrassed. 

Mrs. JAFFI I commenced my career aS a Washington 
correspondent. 

Mr. Maerz. For whom? 

Mrs. J \FFE. For the Wichita, Kans.. Beacon. 

Mr. Marerz. Was that 1932-42? 

Mrs. Jarre. IT cannot remember. TI have a biography here. 

Mr. Maerz. I take it that in 1943 you were an information officer 
forthe U.S. Government, OWT ? 

Mrs. Jarre. If you just let me refer to this. 

Mr. Maverz. All right. 

Mrs. Jarre. I am afraid this does not give dates. But any dates 
that you say 

Mr. Mauerz. We have this publication put out by the Port of New 
York Authority, containing a biographical sketch of the principal 
staff officers of the port authority. 

With your permission, Mr. Chairman, I would insert this in the 
record, 

The Cuairman. Accepted. 

(The document referred to appears at p. 2056.) 

Mr. Marerz. Would you tell the committee, Mrs. Jaffe, specifically 
what the nature of your duties are 

Mrs. Jarre. I advise the e xecutive director and the commissioners 
m public relations matters. I handle all 
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The Cuarrman. A little louder, please. 

Mrs. Jarre. I am sorry. I seem to be speaking as loudly as I can, 
I handle press inquiries. I distribute press releases. I have the usual 
job of the press secretary in a public office. I cooperate with the 
public relations people and other officers of tenants of the port author. 
ity in helping to promote business in the port of New York. I deal 
with the line departments in the port authority. 

My department is a central service public relations department, 
hiaindlting all phases of public relations matters in the port authority, 

Mr. Maetz. Now, how many employees are there in your specific 
department ? 

Mrs. Jarre. At the professional level, I have an assistant. 

Mr. Maerz. What 1s the salary of your assistant ? 

Mrs. Jarre. $15,000, in round figures. 

Mr. Maerz. Who is your assistant ? 

Mrs. Jarre. Mr. Warren Goodman. I havetwo information officers 
in my office, Mr. Leon Katz, whose salary is $11,000-plus—I don} 
remember the figure—and Mr. Myron Hurwitz, whose salary is 
$10,000-plus. 

And at International Airport I have Mr. Milton Caine, whose salary 
is around $11,000. 

Mr. Maerz. How many professional people did you say? 

Mrs. Jarre. Four, in addition to myself. 

Mr. Matetz. Four professional people. Are there any other per. 


Mr. Materz. What is the total number of personnel in your officef 

Mrs. Jarre. If I recall the number, there are 14 girls doing clerical 
work. 

Mr. Matetz. You mean typing up press releases, and so on? 

Mrs. Jarre. That isright. They are at the clerical level. 

Mr. Matetz. So you have a total of 18 persons all told in you 
denartment ? 

Mrs. Jarre. I think that that is the correct figure. 

Mr. Ma tetz. Is the work of your department primarily concerned 
with relationships with the daily press? 

Mrs. Jarre. Yes, sir; with the press—trade journals, magazines. 

Mr. Maerz. I am trving to make a distinction now between the 
daily press and the weekly press. 

Mrs. Jarre. Yes,sir. Mine is the daily press. 
Mr. Matetz. You also have, as we will come to in a moment, a com 

| 


sonnel ? | 
Mrs. Jarre. Then, of course, I have file clerks. 


munity relations department. 

Mrs. Jarre. That is not in my department. 

Mr. Maerz. But that handles public relations with the weekly 
press ? 

Mrs. Jarre. It handles information to the weekly press. 

Mr. Materz. Yes. 

Mrs. Jarre. This is usually in the nature of providing stories in the 
form that the weekly press uses them as compared with the daily 
press. 

Mr. Marerz. Now, I am talking only about your particular depart 
ment. What is vour annual budget ? 

Mrs. Jarre. My budget for 1960 is $226,600. | 
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Mr. Materz. Now, would you state that figure again ? 

Mrs. Jarre. $226,600, the estimated 1960 budget, which was released 
tothe press in January 1959-60. 

The CHarrMAN. Does that include your salaries ? 

Mrs. Jarre. Yes, sir. 

The CHarrMAn. What is the salaries, total ? 

Mrs. Jarre. About $135,000. 

Mr. Matetrz. You have 18 people, and the budget is $226,000? 

Mrs. Jarre. Yes, sir. 

Mr. Maerz. I have your 1960 budget, Mrs. Jaffe, and it shows 
total expenditures of $226,600; personal services, $149,300. 

Mrs. Jarre. I wasn’t sure of that. 

Mr. Materz. And materials and services of $77,300. 

Mrs. Jarre. Whatever those figures are. 

Mr. Materz. What would be contained in the item for materials 
and services ? 

The CHarrMan. What are those totals, Mr. Maletz? 

Mr. Maerz. The totals for the public relations department, Mr. 
Chairman, are as follows: $226,600 total expenditures; personal serv- 
ices, $149,300 ; materials and services, $77,300. 

What are those materials and services, Mrs. Jaffe? 

Mrs. Jarre. Well, materials and services would be photographs, 
the paper necessary in the pegs of releases that go to 45 daily 
pepers, trade journals, radio and television stations, and so forth. 

e prefer to, Mr. Maletz, get everything out in writing that is 

ible to get in writing, because this makes a reliable record, both 
or the press and ourselves. 

And I might say that I am very proud to say that in 17 years of 
making such a record, I have never had a single kickback on a story, 
and that is very important in my business. 

Mr. Materz. I notice, Mrs. Jaffe, that in 1955, and I know this 
is going back some years, your public relations department bud 
was $155,700. What is the reason for the increase of about $70,000 a 
year ! 

Mrs. Jarre. Well, I have not studied it, so I cannot tell you about 
the acceleration, and do even a moderately accurate job on it, the 
reason is quite obvious. When I came to the port authority, we had 
thetunnels and bridges, and had just—I came, I believe, in June 1944, 
and we had just gotten from the State of New York, that is, they 
had just transferred to us the grain terminal and Columbia Street 
per. This was the first facility, the first terminal facility, that 
we got, in 1944. And since that time, we have had an acceleration of 
properties. So that it was only natural—for example, it wasn’t until 
afew months ago that I had anyone working in my office under the 
title of assistant director of public relations. 

Mr. Warren Goodman was transferred to my department from the 
aviation department, because the burden of handling accurate tech- 
nical aviation information called for such a person. 

Mr. Mauetz. May I ask you this: I take it that it is one of your 
responsibilities to prepare and release to the daily press—I get con- 

bet ween the daily and the weekly press 

Mrs. Jarre. Just daily, yes, sir. I did the weekly until the burden 
got—unfortunately and may I please explain this—I am the old saw 
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about having been a newspaperwoman once myself, makes me a very 
poor executive, and so I do so much of my own work, and I ama very 
poor delegator, and that is why my staff is not bigger, and that is why 
I prefer to do the thing that I believe I am expert. 

Mr. Maerz. Could we summarize at this point m general the natur 
of your responsibilities‘ I take it that a very import: int, one of the 
important functions, rather, of your organization, is to prepare and 
release to the daily press information on the program and activities 
of the port authority / 

Mrs. Jarre. Yes, sir. 

Mr. Materz. I notice here, in your administrative manual, 10-601, 
that you have a community relations department, and one of its 
responsibilities is “preparing and releasing to the weekly press jp. 
formation on the program and activities of the port authority.” 

So that, in other words, the community relations department does 
for the weekly press what you do for the daily press; is that right! 

Mrs. Jarre. But it isnot a duplication. 

Mr. Marerz. I am not saying there is duplication. But I mean you 
do approximately the same work, except that you operate with dif. 
ferent media / 

Mrs. Jarre. Well, no, there is an entirely different tvpe of informa. 
tion that weekly press prints, as vou know. It is an entirely different 
kind of animal. And it would be exceedingly wasteful, both finan 
cially and from the standpoint of physical and mental energy, forw 
to distribute the same kind of material. 

Mr. Marerz. I was not suggesting that at all. I am just tryingto 
find out about the public relations operations of the Port of New York 
Authority. And there was no suggestion of any kind 

Mrs. Jarre. There is no policy operation within the community re 
lations department. 

Mr. Maerz. I understand. I am just saying that I think you have 
already testified that it is the responsibility of the community rele 
tions department to prepare and release to the weekly press informe 
tion on the programs and activities of the port authority. 

Mr. Tobin, would you mind sitting there without attempting to 
coach the witness / 

Mr. Torin. I was simply suggesting that it might be helpful to the 
line of testimony, because you seem to be groping as to what the weekly 
press releases were. I was suggesting to Mrs. Jaffe, if she gave you 
a couple of eoeaibinonia of it, what it might be, the typical thing of 
promotion of : t person, an award to a person ina community is of 
interest to that particular community, and sent out to that community. 

It would never be sent to the d: uly press. 

Mrs. Jarre. There was a young man 

Mr. Marerz. Let me put it this wav. The community relations 
department performs a public information function, does it not! 

Mrs. Jarre. Yes, sir. 

Mr. Ma.erz. Mr. Tobin, I would like to ask you this question 
What is the annual budget for the community relations department! 

Mr. Tosin. I don’t remember. You have it in front of you. 

Mr. MaLerz. No. sir. we do not. It is not broken down. 

The Cuairman. Have you any idea what it is? 

Mrs. Jarre. No, sir. 
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The CuairMAN. Have you any idea / 

Mr. Tosin. No. If you told me you wanted to know, I would have 
had it here. 

Mr. Maerz. Mr. Tobin, you have quite a few personnel from 
the Port of New York Authority here. I believe you have here the 
director of finance, have you not ? 

Mr. Toprn. Yes. 

Mr. Mauerz. Mr. Doyle 

Mr. Towin. Is there anybody here from the staff who happens to 
know what the 1960 budget of the community relations department is? 

Mr. Dorie. I don’t have anything that I would want to say is— 
$100,000. 

Mr. Tonin. Say $100,000 a year. 

Mr. Materz. All right, sir. 

Mr. HourzmMan. See if I can 

Mrs. Jarre. May I explain the difference between the type of efforts 
between that department and my department? 

Mr. Hoirazman. Mrs. Jaffe, would it be that the community rela 
tions setup deals with what the word implies, and you promote things 
in particular locales that might not necessarily have general interest ? 

Mrs. Jarre. Not that we promote them, sir. For example, there is 
a young man at the press table, who came back to see me about our 
mutual responsibilities today, and he asked me if I could not please try 
to find more human interest stories at the George Washington Bridge 
for his purposes, 

Mr. Hourzman. Does he have a weekly ? 

Mrs. Jarre. He has a daily, but a daily in a community, in a local 
community, as compared with Manhattan. The Manhattan papers 
would not touch that. So it would be exceedingly wasteful for me to 
dstribute a thing, like something about Joe Doaks somewhere in 
upstate New York, or something, and send that to the New York 
Times. I would be remiss if I spent money doing that. And there- 
fore, as I said before, I am not a good delegator. So instead of having 
that in my department, it was separated, because it becomes very rou- 
tine—because if somebody is promoted and he lives in Great Neck, that 
isthe kind of story the Great Neck News will print. But they would 
not print anything about something the Great Neck people do in the 
New York Times. 

Mr. Hourzman. I understand. Who runs the community relations 
department / 

Mrs. Jarre. Mr. Ed Wilson. 

Mr. Maerz. E. B. Wilson? 

Mrs. Jarre. Yes, sir. 

Mr. Maverz. Mr. Tobin, you have a community relations depart 
ment and a public relations department. You have a budget for the 
public relations department set forth in a tabulation which is a matter 
of public information. And yet, there is not available to the public 
the budget for the community relations department. Why is that? 
[will show you the budget. 

Mr. Doyle, would you sit up here, because I think you might be able 
loanswer some of these. 
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Mr. Doyte. I think you will find that is included in the line ite 
set forth here for the director of administration, to which the director 
of community relations reports. 

Mr. Marerz. Is that the only reason / 

Mr. Doyte. Yes. 

Mr. Maerz. Now, I would like, Mr. Chairman, if I may, to read 
into the record at this point the responsibility of the community rela. 
tions department : 


The director, community relations department, under the genera! direction of 

the director of administration, is responsible for: 

A. Planning, coordinating and administering a program designed to incregge 
public understanding and appreciation of port authority activities and the 
part they play in the development of the port district. This program & 
carried on with and through citizen, civic, educational, business and profes 
sional organizations, and includes such activities as: 

1. Preparing and releasing to the weekly press information on the program and 
activities of the port authority. 

2. Coordinating the activities of the speaker's bureau and the preparation of 
informational material for its use. 

3. Encouraging the formation of community committees in the port district t 
serve as an additional channel of communication between these communi 
ties and the port authority and maintaining contact with these committees 

4. Preparing programs on the activities of communities in the port district for 

radio and television presentation. Negotiating and maintaining contras 

tual relationships with radio and television companies for this air time 
is the responsibility of the director of real estate. 

5. Compiling information on communities in the port district to serve al 
departments in community relations activities 


Mr. Materz. I would assume this is currently operative, because it 
is the latest edition made available by the port authority. 

Mrs. Jarre. I just wonder, because we don’t have such a program, 

Mr. Meapor. This is not Mrs. Jaffe’s program anyhow. 

Mrs. Jarre. We don’t have a radio or television program. 

Mr. MALetz. (reading): However, in sensitive areas involving problems of 
airport operation and related matters, the aviation department initiates and 
carriers out a community relations program to effect better understanding an 
acceptance of aviation in the port district, cooperating with the community re 
lations department and keeping this department informed of its plans, schedules 
and activities. 

Mr. Chairman, I would like to insert this in the record. 

The CuarrmMan. Accepted. 

(The document referred to appears on p. 2058. ) 

Mr. Maretz. May I ask you a question ? 

I was going to direct my question to this point. It is indicated her 
that the aviation department has a community relations program. 
What is that all about ? 

Mrs. Jarre. Well, as you may know, the airports—this is why, in- 
cidentally, my assistant is an aviation expert—the airports requir 
that people answering quest ions, people in neighborhoods adjoining 
the airport, be expert—that is, they have to be able to know—many of | 
them do know—how to fly an airplane, they have to be able to speak 
authoritatively on our behalf with reference to anything that relatesto | 
the airport, to the operation of an airplane, to the sound of the air: 
plane. They have to be really, as I said, as qualified as a pilot. When 
we get a complaint, of example, about an unusual situation at the ait 
port, the person who would be sent to speak, say, to someone in Mr. 
Holtzman’s district, or even Chairman Celler’s district, where it comes | 
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near International Airport, we would send a person from the aviation 
department who is skilled in aviation, and ike will be able to discuss 
this matter fully and expertly and accurately with the people involved. 

In addition to that, there are people—— 

Mr. Matetz. Now—— 

Mrs. Jarre. People who want to come to the airport to see how, 
say, a jet aircraft is operated. As Mr. Holtzman knows, I am sure, 
there are community organizations in the airport neighborhoods that 
confine their entire activities to contact with the port authority, and 
with the FAA, Mr. Holtzman knows one of them, I might say. And 
[think that he would properly resent it if I were to try to go out and 
try to tell them how and why an airplane does what it does. So we 
gnd our experts. And that is by the aviation department. 

Mr. Materz. That is a public information program in your aviation 
department ¢ 

Mrs. Jarre. It isa little deeper. 

Mr. Maverz. It is sort of a community relations program in your 
aviation department. 

Mrs. Jarre. Well, it goes as deeply as it can into airport operation 
problems, with respect to communities near the airports. 

Mr. Materz. What isthe budget for that operation ? 

Mrs. Jarre. That I couldn't say. 

Mr. Maerz. Mr. Doyle? 

Mr. Dorie. I don’t have that figure. 

Mr. Tontn. There wouldn’t be any breakout on that, because that 
isan assignment of people that do that and other work in the aviation 
department. 

Mr. Maerz. So we can’t charge any part of the budgets of the avia- 
tion depart ment to public information ? 

Mr. cern. In many cases, serious cases, the director of aviation 
himself would go out, and frequently does on some serious neighbor- 
hood problem. 

Mrs. Jarre. We go to meet people who represent the communities 
at these meet ings. 

Mr. Materz. I notice you have a special services division in the 
purchase and administrative services department which in turn is 
responsible to the director of information; is that correct, Mr. Tobin 4 

Mr. Tontn. No; it has nothing to do with the director of infor- 
mation. 

Mr. Maerz. I beg your pardon? 

Mrs. Jarre. It has nothing whatsoever to do with the director of 
information. 

Mr. Maerz. I am sorry, the director of administration. 

Mr. Tontn. That department all reports up to the director of 
administration. 

Mr. Materz. In other words, you have a director of administration, 
and under him is a purchase and administrative services department. 
Under the purchase and administrative services department you have 
an office of special services ? 

Mr. Tonin. That is right. 

Mr. Maerz. Mrs. Jaffe, do you work closely with the special services 
division ¢ 

Mrs. Jarre. No, sir. 
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Mr. Marerz. What does it do/ 

Mr. Tostn. Special services division—it is an operation that jp 
volves the whole oper: ation of the port of New York. We have fr 
quent requests of visiting firemen from overseas imterested in port, 
airport, other ope rations. They want to see operations at the airports 
This department has men who can take them out there and handle jt 
If a congressional committee wants to see some part of the operation, 
and they do quite occasionally, | would set up the general policy mat 
ters of what was to be done, and ask that the whole mech: anical work 
be carried out by these fellows in the special services division. If the 
port authority opens a bridge and cuts a ribbon, they are responsible 
for the whole ceremony of that particular operation. 

All that type of work in a large public agency of arrangements t 
be made in the course of its functioning. Particularly with respee 
to handling of the detailed work of inspections and visits to facilities 
and ceremonies, and that type of thing. 

Mr. Maerz. Would you say that one of the purposes of the special 
services division is to obtain the most effective public relations 
results ? 

Mr. Torin. The job of everybody in the port authority is to obtain 
the most effective results. But I don’t think that has anything to de 
with public relations—except if this committee wanted to see New 
York International, and you were coming up there, it Is very, very 
important to us that you be handled—treated courteously, that you se 
what you want to see, that your arrangements and needs at the plac 
are taken care of. And you can say, if you please, that if that goes 
badly, and you don’t get the type of treatment that you get, that th 
port authority’ s pub lie relations aspect is affected sut that can be 
affected by every department in the organization. It has nothing to 
do with pub lie relations. 

Mr. Marerz. I have difficulty reconciling that answer, Mr. Tobin, 
with the statement in your administrative manual, ¢ aptioned “Pur 
chase and administrative services department, special services div: 
sion,” which points out: 

1. The manager, special services division, is responsible to the director, pur 


chase and administrative services department, for providing the following ce 
tralized services to the port authority 


[ skip down to 


C. Recommending and planning, in cooperation with the affected departments 
programs of dedication and commemoration so as to obtain the most effectir 
public relations results 

Mr. Torstn. I think that is what I said. 

Mr. Maerz. I think the record will have to speak for itself. 

Mr. Torin. I think it would on that one. 

I am amazed that I hit it that closely. 

Mr. Mal ETZ. What is the budget for this special services dl ision! 

Mr. Tostn. I don't know. 

Mr. Doyte. I have no recollection of that. 

Mr. Marerz. About how much? Do you have any assistants here, 
Mr. Doyle? 

Mr. Dorie. No: I do not. 

Mr. Mauerz. It there anybody here from the finance department! 
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Mr. Dorie. No. That figure—the only way that figure could be 

tten would be with a checkback of the record. 

Mr. Maerz. I beg your pardon ? 

Mr. Dorie. The only way that figure could be given you would be to 
check back with our records. 

Mr. Materz. You will provide that figure for the record? 

Mr. Dove. Yes. 

(By letter dated March 1, 1961, the port authority supplemented 
their testimony with the following: “The 1960 budget of the special 
grvices division, purchase and administrative services department, is 
$241,000." The letter of March 1, 1961, appears on p. 2064.) 

Mr. Tosin. I will—but if your objective is to insist that that is a 
public relations expense, we totally Taste with it. 

The CuarrmMan. That is not the question, Mr. Tobin. We simply 
asked you if you would be willing to give us the amount of money 
expended for that particular service. 

Mr. Tonin. If you insert it in the record with my note, as to what 
that is. 

Mr. Materz. Your testimony has been taken on this point, and is 
part of the record. And I am sure that if you want to submit any 
additional material on this particular point, the chairman will be 
delighted to receive it. 

Mr. Doyir. You are asking for the personal budget ? 

Mr. Maerz. I am asking for the budget of the purchase and admin- 
istrative services department, special services division. And, Mr. 
Chairman, I would insert Administrative Manual—Section PAI 
10-4.04, revised May 16, 1956. 

(The document referred to appears at p. 2060.) 

Mr. Maverz. You have a visual and reproduction services division, 
do you not / 

Mr. Towin. Yes. 

Mr. Materz. What isits function ? 

Mr. Tosin. This division of the special services department does 
photography for the engineering department, for our facilities, does 
reproduct ion of the reports, materials, does blow ups for the committee 
and board meetings of—we use a terrific amount of visual presentation 
work at committee and board meetings, for speed, and so that when 
Mr. Kyle is talking about the plan of a building, or Mr. Wiley is 
talking about something at the airports, that is alwavs on the screen 
in front of the committee or the board—there is the best diagram or 
picture we can make, as to just what that point of reference is. 

Mr. Maerz. Does this division handle graphics and pictorial serv- 
ee, among other things, for promotional use / 

Mr. Tostn. For the promotion of the Port of New York, or oversea 
offices, that type—yes. 

Mr. Maerz. I take it actually that the public relations department 
has responsibility, in the last analysis, for port promotion. 

Mr. Tontn. No; they haven’t the slightest relation in the world to 
port: promotion. 

Mr. Maerz. Maybe I misunderstood Mrs. Jaffe. I thought you 
testified at the outset that among other things you engaged in promo- 
tion work. Did I misunderstand your testimony ? 

Mrs. Jarre. I don’t recall having used the word. 
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Mr. Tosrn. Port promotion is an entirely different field that has 
nothing to do with Mrs, Jaffe’s work whatsoever. That is the devel 
ment of the flow of cargo through the port of New York, and ¢ 
competitive struggle for that cargo that we and all other ports haye 
in getting the maximum flow of cargo through the port of New York. 

Mr. Maerz. I might say, Mr. Tobin, I think this subcommittee jg 
well aware of that particular problem of diverting cargo into the port 
of New York. 

Mr. Tosrn. I have read your record. And what you say is you 
complain of the port authority's activity of diverting cargo from other 
ports and through the port of New York. 

Mr. Maerz. Mr. Chairman, I would say that this is a completely 
and utterly irresponsible and deliberate misstatement of the facts, — 

You remember that Mr. Reginald Schmidt specifically accused yoy 
of quoting out of context. I am saying now, Mr. Tobin, that was not 
the only time you have quoted out of context. 

Mr. Tostn. I think—that is what you said, that you were going to 
divert. 

Mr. Maerz. This is nonsense, and you know it. 

The CHarrMAN. We are out of context ourselves. 

Mr. Maerz. I would include in the record at this point, Mr, Chair. 
man, Administrative Manual, PAI 10-4.05, revised August 23, 1956, 

Mr. Doyue. Mr. Maletz-— 

Mr. Maerz. Just a minute, sir—captioned “Purchase and Admin- 
istrative Services Department, Visual and Reproduction Services 
Division.” 

(The document referred to appears at p. 2061.) 

Mr. Doyie. Mr. Maletz, so that there should be no question as to 
the budget with respect to that unit, let me say this. The visual and 
reproduction services department operates on a chargeback system. 
Mrs. Jaffe must budget - any services she would receive from this 
visual reproduction unit. So with respect to that cost, it is already 
included in her budgets. 

Mr. Maerz. Mr. Tobin, does the trade promotion division have 
a public relations budget / 

Mr. Torry. No; it has a port promotion budget. 

Mr. Maverz. Does it havea public relations program ¢ 

Mr. Torin. No; it has a port promotion function and program. 

Mr. Maerz. Will you explain the difference bet ween the twof 

The Cuarrman. Why do you get so angry, Mr. Tobin, when 4 
simple question is asked of you? 

Mr. Tortn. Because I believe that an effort is being made to dis 
tort the port promotion program, because it has been said before. 

The Cuarrman. That is ridiculous. 

Mr. Tostn. You issued a statement to the press last night that we 
budget $1 million for public relations and that statement is false. 
You issued it to the press beforehand. I know what you did, sir, 

The Cuatmman. Please, Mr. Tobin, you be careful, and just confine 
yourself. I made the suggestion, in all kindliness, that you need not 
get angry when a question is asked you. Answer it in your own way. 
That is all we ask of you at this juncture. 

Now, go ahead. 
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Mr. Ma.erz. The question, Mr. Tobin, is whether or not the trade 

romotion division has a public relations budget. 

Mr. Tostn. Absolutely not. 

Mr. Maverz. What is the function of the trade promotion division ? 

Mr. Ton1n. To promote the flow of commerce through the port of 
New York. It has nothing to do with public relations whatsoever. 

Mr. Maerz. What is its budget ? 

Mr. Tosrn. I think in trade promotion, and the protection of the 

rt of New York, we expeubie every year something close to a 
million dollars. 

That program means very much to this port in working, and with 
traffic experts, offices in the central competitive territory and around 
the world, to bring cargo and jobs to this port. 

Mr. Meaper. Mr. Tobin, would it be to that line item of your budget 
that expenditures incurred in connection with fighting the St. 
Lawrence Seaway would have been allocated ? 

Mr. Tostn. That would have been allocated there ; yes, sir. 

The Cuairman. When you speak of promotion—now, the port au- 
thority does not sell any nddeodhies it, sir? 

Mr. Tonin. No. It sells no goods. It promotes the port the way 
every self-respecting port authority up and down the east coast and 
the gulf coast and the west coast does, and along the Great Lakes, too. 

It promotes the commerce of that port. That is one of its main 

The CHamrman. And when you speak of promoting the port of 
New York, and trying to stress its advantages, so that you might 
enhance the trade of New York, is that not indulging in what we call 
public relations? 

Mr. Tonin. Not in the way that your press releases, sir, are insinuat- 


ing. 

BiCnames. I did not ask that question. 

Mr. Torin. No; it is not public relations whatsoever. 

The Cuarrman. Then why do you not say it in that way—in your 
opinion it is not. 

Mr. Matetz. Now, Mr. Tobin—— 

The Cuatrman. There are others that may have different views on 
that score. And we do not often take the ipse dixit of a gentleman 
who happens to be the director of the port authority on that score. 

Mr. Tontn. Nor we you, sir. 

The Cnarrman. It does not always follow that you are always 
right, even in your definitions, Mr. Tobin. 

Mr. Tostn. And that goes double, sir. 

The Cuatrman. Certainly. 

Mr. Macerz. Mr. Tobin, you would say that your public relations 
budget is approximately $326,000 a year 

Mr. Topin. Yes. 

Mr. Marerz. All right, sir. 

Does any other department in the Port of New York Authority 
engage in public relations, or public information activities? 

Mr. Tosrn. No; none whatsoever. 

Mr. Hourzman. Orcommunity relations activities? 

Mr. Tontn. None whatsoever. 
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Mr. Meaper. Mr. Chairman, might I see if I can get a little mop 
clarification here. 

Mr. Tobin, during your controversy with this subcommittee T haye 
received a great many communications from municipal associations 
I got one from the Governor of the State of Michigan, Governor 
Williams. 

Even since this hearing was announced, I believe I received com. 
munications of that kind from associations. And, as I recall it, dup. 
ing the debate on the contempt citations on the floor of the House, ] 
believe each Member of Congress received a rather long telegram, 

Now, to what particular one of these divisions would expenditures 
of that kind be charged ¢ 

Mr. Topix. Those expenditures would be charged pretty much dj. 
rectly tome. Any work that I did in that field would be charged di- 
rectly to me or to the law department. 

Mr. Meaper. It would not be part of this trade promotion activity! 

Mr. Tostn. Nothing whatsoever, nor part of the public relations 
department. 

Mr. Meaper. It would not be in Mrs. Jaffe’s department. 

Mr. Topstn. Not a bit. 

The Cuarman. When you sent a wire to every Member of Con. 
gress—and we checked on the cost of each of those wires; they were 
very, verv lengthy—we discovered that they cost about $16 apiece, 

Multiply that by 430 times, the number of Members in the House 
and it amounted to about $15,000. Was that $15,000 charged to your 
department / 

Mr. Tosin. It was. That was the telegram from Governor Rocke 
feller, Governor Meyner, Governor Harriman, and Governor Lehman. 

The Cuairman. And you sent that out from the port authority, m- 
der your direction. 

Mr. Topin. We did; at their request. 

Mr. Houtzman. Mr. Chairman—are you suggesting that the Gover. 
nors called you, Mr. Tobin, and asked you—— 

Mr. Tosin. Iam suggesting that I called them. 

Mr. Houtzman. All right. Let us get the record straight, and keep 
it straight. 

Mr. Maerz. How much was that telegram, Mr. Tobin ? 

Mr. Tostn. About $15,000. 

Mr. Maerz. Was that ch: irged tothe public relations budget 4 

Mr. Tosin. No; it was not. 

Mr. Macetrz. To your own office / 

Mr. Torry. It was charged to my office. 

Mr. Meaper. Mr. Tobin, that suggestion that possibly the expen 
ditures which you charged to your own office may, in some way, have 
some bearing unon influencing public opinion. 

Mr. Torin. Well, you might say. if you please, sir, that my whole 
work as the public representative of the port authority, if you wish— 
you may regard that as effecting public opinion. 

It is. 

I might say that a great deal of the work of a Congressman 1s neces 
sarily and properly—might be charged, if he had a budget—if he had 
to budget himself down -to public relations. 
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Mr. Meaper. In the light of that answer, what is your budget, your 
expense budget ’ 

{r. Torn. It ison the schedule there, Congressman. 

Mr. Matrrz. I have that information. According to the 1960 
budget, Mr. Chairman, the total expenditures of the office of the execu- 
tive director are $293,200, of which $189,700 is for personal services 
and $103,500 is for materials and services. 

Mr. Dorie. That covers a lot of things besides Mr. Tobin’s personal 
expenditures. ‘That covers expenses of commissioners and everything 
else. 

Mr. Maerz. I think that is quite clear. 

Mr. Meaper. You would not be able to give us a rough idea of the 
$293,000—what would properly be ascribed to public relations that 
you conduct on behalf of the port authority ’ 

; Mr. TosIn. Well 

The CuatrrMan. Nomutual coaching. 

Mr. Toptn. I have great difficulty. I do not know how much of 
the work of the Governor of the State of New York is public relations. 

If you want to subdivide it down as to the work, I cannot say, Con- 
gressman. 

After all, what is the work of the president of a corporation ? 

That is what my job is. I am the president of a corporation. And 
you can cut me into as many pieces budget wise as you want. 

Mr. Meaper. I think in the context of the controversy over 
definitions or semantics herey it might be appropriate—I think you 
might agree with me, Mt. Fobih, that some part of your budget for 
expenditures go to the promotion of the port authority in the public 
view, and therefore could properly be ascribed as a part of the ex 
penditures of the port authority. 

Mr. Tostn. There are public relations involved im every one of the 
5,000 jobs in the port authority, and some of the most important of 
them are performed by our policemen, who are really very more— 
have more direct contacts with the public in this area than anybody 
else. 

And I always tell them at police ceremonies that they are the face 
and voice of the port authority's public relations. 

Mr. Meaper. I think Mr. Breslow might agree with you. 

The CHatrman. Mrs. Jaffe, did you send out, from your office, com- 
munications to several hundred chambers of commerce in opposition 
tothe resolutions calling for contempt citations ? 

Mr. Tontn. No; they— 

The CuatrmMan. I asked Mrs. Jaffe. 

Mrs. Jarre. No, sir; they did not go from my office. 

The Cuatrman. Mr. Tobin, do you know who sent those out ? 

Mr. Tostn. The Brooklyn Chamber of Commerce, the Commerce 
& Industry Association, lots of those civie organizations in New York, 
who are concerned about this issue, sent them out. 

The Cuairman. You did not send any out? 

Mr. Topix. If I know exactly what you are talking about, Mr. 
Chairman. 

The Cuatrman. They are wires. 

Mr. Tontn. They were sent out by those organizations themselves. 
They did not go out from our office. We did not pay for them. 
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The CuatrmMan. These local organizations paid for them / 

Mr. Tosin. That is correct, sir, and sent them out, and composed 
them. 

The Cuatrman. Did you make contributions at all to these orgayj. 
zations ¢ 

Mr. Tosin. No. We are an ordinary member like many other hyp. 
dreds of corporations. You know the usual membership fees of thog 
are $50 or $100. 

Mr. Maerz. Mr. Chairman—Mr. Tobin, in a short while we wij 
go into the whole area of entertainment, but I would like to first ag 
Mrs. Jaffe some questions on this particular point. 

Is it one of your duties to entertain the press ¢ 

Mrs. Jarre. Would you define the word “entertainment” ¢ 

Mr. Maerz. Take them out to dinners. I did not mean this in any 
invidious connotation at all. , 

Mrs. Jarre. I am sure you did not. 

Mr. Maerz. I really did not. 

Mrs. Jarre. The reason that I asked that is because 

Mr. Materz. I am talking’of entertainment in terms of dinner, 
luncheons, and so on. 

Mrs. Jarre. Well, the dinners and luncheons that, no doubt, you 
are aware of, are dinners and luncheons incident to my work. ’ 

For example, if we dedicated the control tower at Newark Airport, 
or open a large new pier, or the new cargo building—these are things 
that I remember I did—it would be,quite normal for me to invite 
the press to have luncheon with us atthe Newarker, which is a reg. 
taurant right on the airport. 

If we go on an inspection tour that would take all day, or several 
hours, I am sure you understand that, for example, if you invite the 
New York press to come to Newark Airport to inspect the control 
tower and to stay there while the head of the Federal Aviation Ageney 
makes a speech, and several other people do, that, call it feminine 
instinct, or just a natural feeling of manners, in addition to a con 
venience to the press, then I would have them to lunch, or if the hour 
were later, then whatever the hour called for: yes, sir. 

Mr. Matertz. I see. 

Well, the reason I asked the quest ion— 

Mrs. Jarre. Or special features, may I add, please—if someone 
was—said that he wanted to do a special feature on one of these 
facilities, and I accompanied him, or a member of my staff, and 
they were there all day, naturally you would do that. 

Mr. Maerz. As you probably know, we have checked only a few 
installations. 

We have checked, for example, at the Brass Rail, which operates 
the Golden Door. And in checking at the Brass Rail, the committee 
ascertained—and we can show you the original checks, that you 
signed and Mr. Caine signed—we have only checked for you two— 

Mrs. Jarre. We would be the only two. 

Mr. Maerz. I see. 

You would sign the checks and the port authority would pay the 
bill @ 

Mrs. Jarre. Yes, sir. 

Mr. Maerz. Isthat included in the public relations budget ¢ 








ay 


ort, 


ngs 
vite 


ral 
the 
‘ro! 
ney 
‘ine 
On- 
our 


one 
vese 
and 


PORT OF NEW YORK AUTHORITY 2051 


Mrs. Jarre. Yes, sir. 

Mr. Maverz. In 1958, 1959, and part of 1960, Mr. Caine was billed 
by the Brass Rail in the amount of $1,396.17. 

Mr. Tostn. That was for 3 years, Mr. Maletz? 

Mr. Materz. I can give you each specific item. 

Mr. Tosin. Lassumeso. But that covers a period of 3 years? 

Mr. Materz. That covers 1958—— 

Mr. Topix. 1959 and 1960? 

Mr. Maerz. 1958, 1959, and 1960, through July 26. And I will 
show you all the records in just a moment. 

On further check, Mrs. Jaffe—— 

Mr. Tosrn. Mr. Doyle says he has just made a quick mental cal- 
culation. That is about $10 a week. 

Mr. Mauerz. Just a second, Mr. Tobin. This is only one installa- 
tion, remember that. 

Mrs. Jarre. We do not have—— 

Mr. Maerz. In addition to that, Mrs. Jaffe, a quick check by the 
committee—this is the Brass Rail. 

Mrs. Jarre. I think, Mr. Maletz, that that would be the only one, 
because the pressroom and the large story, the arrivals and the depar- 
tures, and whatever else takes place, takes place right there. 

Mr. Tosin. I may say, Mr. Maletz—— 

Mr. Maerz. Can you let me finish, Mr. Tobin, please, and ask the 
question, and then you can make any comment you want. 

Mr. Tonin. I thought you were finished. 

Mr. Materz. I was looking for a document. 

Mr. Tonin. We have a pressroom, a very active pressroom at New 
York International Airport. From a news standpoint, it is a very 
busy place, and the news people require all sorts of services there. 

Mr. Maerz. We understand that. That was $1,396.17. And then 
your bill, Mrs. Jaffe, for 1958, 1959, and part of 1960, was $1,213.31. 

Mr. Tonin. That is another $10 a week. 

Mr. Maerz. Right. Now, that is $2,500 at—when was the Golden 
Door opened, by the way ? 

Mr. Torin. December of 1957. 

Mr. Materz. I take it that was all at the Golden Door— 

Mrs. Jarre. There is no other restaurant there. 

Mr. Maerz (continuing). Operated by the Brass Rail? 

Mrs. Jarre. Yes. Whatever date the Golden Door opened. 

Mr. Maerz. As I say, Mr. Tobin, I was just trying to establish 
what the operations of the public relations department were all about. 

Mr. Tosin. We understand that. 

Mr. Marerz. I think the committee would like to understand that. 

Mrs. Jarre. I hope the gentlemen at the table won't be offended by 
this. 

Mr. Maerz. We have checked with the Carey Cadillae Co., and 
have found that, that from January 1, 1955, until the end of October 
of this year, the port authority has hired from Carey Cadillac—I will 
repeat the question. 

The committee has ascertained that from January 1, 1955, until the 
end of October of this year, the Port of New York Authority has hired 


chauffer-driven Cadillacs on 500 separate occasions at a total cost of 
$14,982.50. 
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Mrs. Jarre. You are not addressing that to me, Mr. Maletz, because 
this is not a part of the public relations budget. 

Mr. Maerz. You have used chauffer-driven Cadillacs, have you 
not / 

Mrs. Jarre. I don't have a port authority car, and on occasions 
when we go to a ceremony, and there is no car available, and if] 
can't drive my own car, which I do, at least 90 percent. of the time, 
— I have to have some conveyance to get there. And I don't fly— 

I don't like to fly the helicopters. So 1 will go to the surface. Mr. 
Tobin doesn't insist, although in a couple of occasions he has, that] 
fly the a for speed. But the only times my department have 
ever used a Carey Cadillac have been in connection with the mog 
urgent official business, such as a ceremony and so forth, but IT do 
not feel that you ao indicate or imply here that I have used that 
many Carey Cadillacs, because I don’t think 

Mr. Maerz. Not a bit. I am talking about the total port author. 
ity rental of Carey ¢ voto ACS. 

Mrs. Jarre. I know, but you are tying it into my- 

Mr. Maerz. I am sorry. In order that the record may be com- 
pletely clear, I would say that this quest ion should appropriately, 
as you have indicated, been directed to Mr. Tobin. 

Mr. Torts. That means in connection with all the operations and 
ceremonies and people that are received at the port, the port author: 
ity has spent $50 a week on Carey Cadillacs throughout that period. 

Mr. Maerz. Yes,sir. Now, let me ask you this. 

Let’s get the figure again. 

From January 1, 1955, until the end of October of this year, ac 
cording to the records of the Carey Cadillac Co., the port authority 
has hired chauffeur-driven Cadillacs on 500 separate occasions ata 
total cost of $14,982.50 of port authority funds. 

Mr. Tosin. That means that about two occasions a week. 

Mr. Maerz. Just a minute. I have not asked the question yet. 
Is that figure correct to the best of your information and belief? 

Mr. Tosrn. I have no knowledge of that figure. But even if that 
figure were correct, I would like to note that that means 

Mr. Maerz. Would you like to have supporting data. Would you 
accept that figure as correct / 

Mr. Torstn. I do not. Even if it were correct, it would mean that 
the port authority, for all its operations, all ~ public functions, on 
about two occasions a week, hired a Carey Cadillac. We will rest 
on that. 

Mr. Maerz. How many automobiles does the port authority have! 


Mr. Torsten. The port authority has something lke 1,600 vehicles, 


altogether. 
Mr. Hoitzmanx. How many passenger automobiles / 
Mr. Dorie. Maybe 150. 
Mr. Hourzman. 150 passenger automobiles / ; 
Mr. Maerz. May I say for the record, Mr. Chairman—we will 
come back to that point in a minute—it will be more than a minute, 
I would like to ask Mrs. Jaffe some questions, so there will be no im- 


7 ation to the contrary—I believe the record indicates that Mrs 


Jaffe has rented Cadillacs on a very few occasions. 
Mrs. Jarre. Thank you. 
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Mr. Maerz. According to these records, from March 8, 1958, to 
November 20, 1960, there have only been 10 occasions when Mrs. 
Jaffe rented ¢ ‘adillacs, and ordinarily, as I read these trip tickets, it 
involves driving from Nassau Drive, Great Neck, to the Newark 
Airport, to the Idlewild Airport—— 

Mrs. Jarre. I think you will find those going from Newark to my 
home, not the other way. 

Mr. Maerz. You can takea look at these trip tickets. 

Mrs. Jarre. I don’t care to do that. But what I want to say, 
lease, if I may, is that being a woman, when I am at a facility as 
distant as Newark, and I am coming to Great Neck, and I have put 
ina pretty hard day on my legs, I have been requested to use some 
kind of conveyance that well bear me to my destination conveniently, 
and as comfortably as possible. I don’t have a port authority car. 
Ihave only my owncar. I never drive to Newark. 

Mr. Marerz. We will come back to that whole subject in just a 
minute. 

Mr. Tobin, do you recall that in 1949, Dun & Bradstreet published 
a book entitled “A Study of the Port of New York Authority” by 
Frederick L. Bird ? 

Mr. Tostn. Yes, I do. 

Mr. Maerz. Now, the foreword of this publication was ostensibly 
prepared by Howard S. Cullman, is that correct ¢ 

Mr. Tosrn. It was prepared by Howard S. Cullman. 

Mr. Materz. He is listed here. I didn’t know whether he prepared 
it. 

Mr. Tos1in. Why would you think he didn’t if he is listed there ? 

Mr. Maerz. I think I used the word ostensibly inadvertently, and 
[would ask that it be stricken from the record. 

Now, among other things, this foreword states, and I quote: 

This widespread interest has emphasized the desirability of an independent 
study and appraisal of the port authority’s work that would include its postwar 
program. 

To secure such a study, the port authority turned to the Municipal Division 
of Dun & Bradstreet, Inc., which is well known throughout the country for its 
analytical surveys of state and local government finance. Dr. Frederick L. Bird, 
the company's director of municipal research, undertook the task with a back 
ground of many years of comparative study of public service enterprises. Since 
in the course of his study Dr. Bird has included an extensive review of port 
authority financing and financial condition, I think I should say a fee of $10,000 
was paid to Dun & Bradstreet to recompense them for the cost and expense of 
the study. 

I take it you recall that foreword ? 

Mr. Tortx. Yes. 

Mr. Materz. And the port authority paid Dun & Bradstreet the 
$10,000 ? 

Mr. Tonin. That is correct. 

Mr. Maerz. Now, is it not also a fact that in addition to 

Mr. Tornrn. I don’t know whether they paid Fred Bird directly o1 
Dun & Bradstreet. 

Mr. Materz. Is it not a fact that in addition to this $10,000, the 
port authority also p aid $25,000 for the cost of printing this book ? 

Mr. Tonrn. I don’t know. But it would run something like that. 

Mr. Materz. In other words, the foreword indicates that the port 
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authority paid $10,000, when the port authority actually paid $35,000, 
is that correct ? 

Mr. Tostn. Oh, no. Oh, no. Whatever that says was paid to Dung 
Bradstreet was paid to them, and that is all. 

Mr. Marerz. Then you paid $25,000 for the cost of publishing the 
book. 

Mr. Tosrn. Yes. 

Mr. Materz. I see. I think the record isclear. 

Now, is it not also a fact that the Port of New York Authority has 
subsidized the writing of a book on the operations of the port author. 
ity by a gentleman named Alfred Lief? 

Mr. Tosrn. We retained Mr. Lief, and he was going to write a book 
on the port authority, which was going to be published by McGraw. 
Hill. And did complete his draft of that book. 

The CHarrman. What was the cost of that operation / 

Mr. Hortzman. Mr. Chairman, may we have the answer read back, 
please ? 

Mr. Tosrn. About $20,000. 

The CuHarrman. How much? 

Mr. Tostn. About $20,000. 

The Cuarrman. How much? 

Mr. Tosrn. No. 

Mr. Materz. Wasn't it $35,000? 

Mr. Tost. I asked the director of administration, who would know, 

Mr. Marerz. Actually, I think if you would refer to the minates 
of the committee on operations August 9, 1956 

Mr. Tosrn. That was an authorized figure. There was some settle 
ment figure. 

Mr. Maerz. How much did you pay Mr. Lief? 

Mr. Tostn. I don’t know. The only one here 

Mr. Maerz. What happened—— 

Mr. Topix. We think it was $20,000. 

Mr. Materz. Did Mr. Lief write the book ? 

Mr. Tostn. He wrote a draft of the book. 

Mr. Maerz. Has it ever been published ? 

Mr. Tosrn. It has never been published. 

Mr. Maerz. Why not? 

Mr. Topsin. We didn’t like it—-de gustibus nonest dis putandum. 
For certain taste there could be no discussion. Lief liked it. He 
thought it was good. We didn't. 

Mr. Maerz. Was it understood that Mr. Lief would write a book 
presenting the port authority in a favorable light ? 

Mr. Topin. It was a textbook operation. He was writing it in effect 
as a member of the staff. If a member of the staff wrote something, 
and he thought it ought to be published, and we thought it shouldnt 
be, it wouldn’t be. 

Mr. Marerz. You went to McGraw-Hill initially, did you not, and 
asked McGraw-Hill to recommend a writer / 

Mr. Tosrn. Mr. Kurshan was in charge of that. 

Mr. Maerz. I can read the minutes of the committee on opera- 
tions. 

Mr. Kursuan. My name is Daniel Kurshan and I am director of 
administration of the port authority. 
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Mr. Macerz. This is the minutes of the committee on operations, 
Thursday, August 9, 1956. 

I regret, Mr. Chairman, that we have only a handwritten copy of 
these minutes. I believe that these notes are completely accurate. 


New Book on the Port Authority—McGraw-Hill Publishing Co. 

It was reported to the committee that there is no book currently available 
that describes the history and work of the port authority. The two principal 
books on this subject are out of print and the publishing plates have been de 
stroyed. Moreover, both of these books are considerably out-of-date. 

A new up-to-date, easy-to-read book documenting the first 35 years of port 
authority existence is needed. It should give an honest, straightforward, yet 
colorful, picture of the port authority, its inception, creation, growth, problems, 
and future plans; all of which are tied to its services to the people of the port 
district. It would be aimed at the general intelligent reader, including com- 
munity leaders, the academic world, the financial world, students and practi- 
tioners in the fields of administration, port planning and transportation and port 
authority employees. 

Such a book would be a worthwhile contribution to the fields of public ad- 
ministration, business management, and port planning, as well as serving public 
relations and staff development purposes. 

Proposals for the writing and publishing of this book were solicited from a 
selected list of eight qualified publishers recommended by the American Book 
Publishers’ Council as most appropriate to handle this type of project. The 
selection of the McGraw-Hill Publishing Co. is recommended for the following 
reasons; Its proposal showed the clearest and most realistic understanding of 
what is involved in a project of this sort; it has a nationwide reputation for 
publishing sound, effective books on the American industrial and business scene ; 
and the author it recommends has a combination of experience and ability 
which should enable him to do a better job than the authors recommended by 
the other publisher. 

The author proposed by McGraw-Hill is Alfred Lief. Mr. Lief is a professional 
business historian who has written business histories of five prominent corpora- 
tions (Firestone Tire & Rubber Co., Mennen Co., Reichhold Chemicals Inc., 
American Gas & Electric, and Proctor & Gamble Co.). 

The writing and publication of this book would be subject to port authority 
control including initial approval of outline, continuing review of factual ac- 
curacy and policy interpretation, and final approval on content. It is estimated 
that the book will be completed in from 9 to 12 months after execution of the 
agreement with the publisher. 

As part of the contract price of $35,000 the port authority would be furnished 
with 10,000 copies of the book. Approximately 8,000 would be distributed to 
libraries, colleges, secondary schools, municipalities, and industrial concerns 
with a concentration along the eastern seaboard and primarily in the port 
district. An additional 2,000 copies would be for internal port authority use 
(library, departmental, and divisional offices, and distribution to selected out- 
side individuals). The publisher retains the right to sell as many additional 
copies as the market will allow, with a royalty being paid to the port authority. 

This item was not contemplated in the estimates on which the 1956 budget 
was based. A budget adjusted will be recommended at a later date, if necessary. 

Recommendation was made to the committee that the committee recommend 
to the board that the board authorize an agreement with the McGraw-Hill 
Publishing Co. for the writing and publication of an up-to-date account of the 
history and growth of the port authority at an estimated cost of $35,000 which 
will include furnishing the port authority with 10,000 copies of the resulting 
book 


“The power of the committee to take such action is contained in article XI, 
section B—1 of the bylaws. 
“Approved and recommended to the board. 


Mr. Maerz. I offer this in evidence at this point, Mr. Chairman. 

The CHarrmMan. Accepted. 

(The document referred to appears at p. 2063.) 

The Cuarrman. It is now 6:30. The Chair wishes to make this 
statement. 
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The Chair desires to commend the work of its staff for faithfy) 
work. The staff consists of : 

Herbert N. Maletz, chief counsel; Julian H. Singman, associate 
chief counsel; Cyril F. Brickfield, counsel; William H. Crabt 
associate counsel; Leonard Appel, assistant counsel; Herbert Fuchs, 
assistant counsel; R. Frederick Jett, assistant counsel; Theodore Sky, 
assistant counsel; Howard Rubenstein, assistant counsel; Gertry 
Burak, clerk; Elizabeth G. Meekins, clerk; and Roberta E. Eisenberg, 
clerk. 

All have rendered painstaking, efficient service, specially in the 
eee and conduct of these proceedings. I would say they have 
rendered a truly dedicated service. 

The Chair also wants to commend for your unremitting aid Myron 
Rand, supervisory auditor, GAO; Joseph F. Clinton, supervisory 
auditor,GAQO; and Andrew L. Kasesak, auditor, GAO. ; 

The committee will now adjourn sine die. 

At the next hearing, which will be announced in due course, the 
committee will have again as its witnesses, among others, Mrs. Jaffe, 
All those who have been subpenaed are now free of their subpena, and 
when they are required to be here at a subsequent hearing, they will 
again be subpenaed. 

The committee will now adjourn sine die. 

(Whereupon, at 6:30 p.m. the hearing was adjourned sine die.) 

(The document previously referred to at p. 2037 follows:) 

Name: Lee K. Jaffe. 

Initial title: Assistant director of public relations. 

Present title: Director of public relations. 

Length of port authority service: 74% years. 

Previous employer: 1940-44 Southwestern Miller (publications), journalist; 
1943-44 U.S. Government, O.P.A., radio officer: 1943 U.S. Government, 0.W.1, 


information officer: 1982-42 Wichita Beacon (publication), Washington corre 
spondent. 


LEE KREISELMAN JAFFE 


Director of public relations (since 1944), the port of New York authority, 
111 Fighth Avenue, New York, N.Y. 
Formerly 

Washington correspondent (Lee Kreiselman), Wichita (Kans.) Beacon, Bing 
hamton (N.Y.) Press, Northwestern Miller Trade Journals 

Member, U.S. Congress Press Gallery. 

Member, White House Correspondents Association 

Information officer, Office of War Information, Metropolitan New York, a® 
signed to Office of Price Administration 

Regional radio director, OPA 


Awards 

American Public Relations Association: Three awards (Silver Anvils, 1990 
and 1957, for meritorious public relations performance in the field of gover 
ment; certificate of achievement, 1951). 

Government Public Relations Association: Two awards (1955 and 1956) for 
“pace setting for public relations in government agencies; skillful handling of 
difficult public relations problems; excellence of published materials, and espe 
cially for official recognition of and use of the public relations arm as basic te 
the operation of the authority * * *.” 

Public Relations News: Annual Achievement Award for 1958, which has beep 
described as the “highest recognition in the public relations field” for “capable 
conduct of the public relations program of a government agency requiring the 
use of highly developed public relations professional skill in meeting the prob- 
lems of its complex billion-dollar operation.” 
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Member 

American Association for the United Nations, Inc., Manhattan chapter (form- 
erly member of the board of directors). 

American Public Relations Association (formerly vice pres , 
of the board of the New York chapter). ‘ a eT 

Committee on Women in Public Relations. 

International Public Relations Association 

Long Island Public Relations Association. 

Public Relations Society of America, Inc.: Chairman of judicial committee 
and member of the board of the New York chapter. 

Advertising Women of New York, Inc 

American Academy of Political & Social Science. 

Aviation Writers Association. 

Greater New York Safety Council, Inc. (formerly member of board of di- 
rectors and vice president of public education) 

International Society of Aviation Writers. 

Women’s City Club of New York, Inc. 

Women’s National Press Club 


Associate member 
Foreign Press Association. 
Overseas Press Club. 
Former member 
Jovernment Public Relations Association: President and member of the board 
of directors. 
Personal 


Married to Isidore Jaffe, a lawyer. 
Residence : 34 Nassa': Drive, Great Neck, Long Island. 
Jury 1960. 
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(The document referred to at p. 2042 follows :) 


Office of the Executive Director i PAI 10-6, 0] 
The Port of New York Authority May 1, 1957 


. 


COMMUNITY RELATIONS DEPARTMENT 





The Director, Community Relations Department, under the general direction 
of the Director of Administration, is responsible for: 


A. 


D. 


Planning, coordinating and administering a program designed to 
increase public understanding and appreciation of Port Authority 
activities and the part they play in the development of the Port 
District. This program is carried on with and through citizen, 
civic, educational, business and professional organizations, and 
includes such activities as: 


1, Preparing and releasing to the weekly press information on the 
program and activities of the Port Authority 


a. Coordinating the activities of the Speaker's Bureau and the 
preparation of informationa! material for its use 


3. Encouraging the formation of community committees in the 
Port District to serve as an additional channel! of communica. 
tion between these communities and the Port Authority and 
maintaining contact with these committees 


4. Preparing programs on the act vities of communities in the 
Port District for radio and television presentation Negotiati 
and maintaining contractual relationships with radio and 
television companies for this air time is the responsibility of 
the Director of Real Estate 

5 Compiling information on communities in the Port District to 
serve all departments in community relations activities. 


However, in sensitive areas involving problems of airport operation 


and related matters, the Aviation Department initiates and carries 
out a community relations program to effect better understanding 
and acceptance of aviation in the Port District, cooperating with 

the Community Relations Department and keeping this department 
informed of its plans, schedules and activities 


Coordinating this program with all Port Authority departments to 
assure that staff and facilities are utilized to the fullest extent in 
its execution 


Advising the Executive Director, through the Director of Adminis- 
tration, and Port Authority staff on communit pinion, and on 
other matters which relate to or affect the Community Relations 


program 


Planning, coordinating and preparing the Annual Reports of the 
Port Authority program on operations, including those to the City 
of Hoboken, City of Newark, and City of New York; and special 
reports as requested by the Director of Administration 


Se ss nn 
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Keeping department Directors informed of the Community Relations 
Department's activities which involve their own areas of responsi- 
bility. 
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(The document referred to at p. 2045 follows :) 


Office of the Executive Director PAI 10-4, 04 
The Port of New York Authority Revised May 16, 1956 





PURCHASE AND ADMINISTRATIVE SERVICES DEPARTMENT 
SPECIAL SERVICES DIVISION 


The Manager, Special Services Division, is responsible to the Direc. 
tor, Purchase and Administrative Services Department, for providing 
the following centralized services to the Port Authority: 


A, Planning for, and receiving, processing, and informing visitors 
individually and in groups and conducting tours or inspections of 
the Port Authority facilities and related facilities in the Port 
District. 


Providing and/or arranging tor te hnical guides, transportation, 
food services and entertainment for guests ir dance with 


approved itineraries. 


Recommending and anning, 1 cooperation with tl affected de. 


partments, prograr i dedi ior And mr rr r ym so as to 


approved 
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(The document referred to at p. 2046 follows :) 


Office of the Executive Director PAI 10-4. 05 
The Port of New York Authority *Revised August 23, 1956 


PURCHASE AND ADMINISTRATIVE SERVICES DEPARTMENT 
VISUAL AND REPRODUCTION SERVICES DIVISION 


The Manager, Visual and Reproduction Services Division, is responsible 
to the Director, Purchase and Administrative Services Department, for 
providing the following centralized services for all departments of the 
Port Authority, in a manner consistent with Port Authority standards of 
quality, economy and efficiency: 


A. Photographic services, including: 


1. Taking photographs: still, aerial, motion picture, color, and 
black and white. 


Developing, printing (enlarging and reducing) and making lantern 
slides and photostat prints 


Maintaining master file of proofs and negatives. 


Providing projection *«rvice and motion picture library service 
for Port Authority f ns 


Reproduction ser‘ 


Duplicating 
Paper att anching yllating and binding 
fodels and exhibits services, including 


Designing and building models and promotional displays and pre- 
paring other visual aids for exhibit purposes or, when requested, 
for use in connection with engineering development or operating 


n 


rojects 


Storage maintenance and rehabilitation of such models and 


exhibits 


ayout of exhibit areas; transportation and setting up of displays 
exnibdits 
sing public accress system *rvic for special meetings 
Set up and maintenance of automatic Balopticon equipment in 
Bozrd room; Conference room, and Executive Office. 


Graphics and pictorial services, including: 


l, Visualizing, creating, designing and preparing artistically sound 
‘ a 


visual media for all units of the Port Authority f promotional 
vities, 


tor 


end training use and, when requested 
including the following 


P 
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a. Providing design and layout for Port Authority publications 


and exhibits. d 

b. Preparing art work, charts, graphs, illustrations and maps, ‘ 
c. Developing layout and preparing charts illustrating various 

statistical data. a 

et 

d. Preparing renderings a 

d 

e. Assisting staff in preparing projects and programs for the 0 

most effective visual presentation of ideas. ti 

al 

{. Developing new pictorial techniques 

; t 

g. Preparing or supervising and coordinating the preparation of r 
film strips and 16 mm motion pictures (sound and silent); 

producing larger motion pictures or coordinating their pro- - 
duction with outside producers; and maintaining the master 

file of Port Authority motion picture negatives. ; 

h. Supervising the preparation of slides. rn 

w 

lil, The services described above except for "planning'' models and graphics, p 

will not be performed by departments other than Purchase and Adminis- a 

trative Services Department without the approval of the Director of sl 

Administration, 0 
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(The document referred to at p. 2055 follows :) 


MINUTES OF COMMITTEE ON OPERATIONS, THURSDAY, AUGUST 9, 1956 
NEW BOOK ON THE PORT AUTHORITY—-MCGRAW-HILL PUBLISHING CO. 


It was reported to the committee that there is no book currently available that 
describes the history and work of the port authority. The two principal books 
on this subject are out of print, and the publishing plates have been destroyed. 
Moreover, both of these books are considerably out of date. 

A new up-to-date, easy-to-read book documenting the first 35 years of port 
authority existence is needed. It should give an honest, straightforward, yet 
colorful picture of the port authority, its inception, creation, growth, problems, 
and future plans; all of which are tied to its services to the people of the port 
district. It would be aimed at the general intelligent reader, including com- 
munity leaders, the academic world, the financial world, students and practi- 
tioners in the fields of administration, port planning, and transportation and port 
authority employees. 

Such a book would be a worthwhile contribution to the fields of public adminis- 
tration, business management, and port planning, as well as serving public 
relations and staff development purposes. 

Proposals for the writing and publishing of this book were solicited from a 
selected list of eight qualified publishers recommended by the American Book 
Publishers’ Council as most appropriate to handle this type of project. The 
selection of the McGraw-Hill Publishing Co, is recommended for the following 
reasons: Its proposal showed the clearest and most realistic understanding of 
what is involved in a project of this sort; it has a nationwide reputation for 
publishing sound, effective books on the American industrial and business scene ; 
and the author it recommends has a combination of experience and ability which 
should enable him to do a better job than the authors recommended by the 
other publisher. 

The author proposed by McGraw-Hill is Alfred Leif. Mr. Leif is a professional 
business historian who has written business histories of five prominent corpo- 
rations (Firestone Tire & Rubber Co., Mennen Co., Reichhold Chemicals Inc., 
American Gas & Electric, and Proctor & Gamble Co. ). 

The writing and publication of this book would be subject to port authority 
control including initial approval of outline, continuing review for factual 
accuracy and policy interpretation, and final approval on content. It is esti- 
mated that the book will be completed in from 9 to 12 months after execution of 
theagreement with the publisher. 

As part of the contract price of $35,000 the port authority would be furnished 
with 10,000 copies of the book. Approximately 8,000 would be distributed to 
libraries, colleges, secondary schools, municipalities, and industrial concerns with 
aconcentration along the eastern seaboard and primarily in the port district. 
An additional 2,000 copies would be for internal port authority use (library, 
departmental and divisional offices, and distribution to selected outside indi- 
viduals). The publisher retains the right to sell as many additional copies as the 
market will allow, with a royalty being paid to the port authority. 

This item was not contemplated in the estimates on which the 1956 budget 
was based. A budget adjustment will be recommended at a later date, if 
necessary. 

Recommendation was made to the committee that the committee recommend 
to the board that the board authorize an agreement with the McGraw-Hill 
Publishing Co. for the writing and publication of an up-to-date account of the 
history and growth of the port authority at an estimated cost of $35,000 which 
will include furnishing the port authority with 10,000 copies of the resulting book. 

The power of the committee to take such action is contained in article XI, 
ection B-1 of the bylaws. 

Approved and recommended to the Board. 
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THE Port or New YorK AUTHORITY, 
New York, N.Y., February 2, 1961. 
HERBERT N. MALETz, Esq., 
Chief Counsel, Subcommittee No. 5, 
House Committee on the Judiciary, 
House Office Building, Washington, D.C. 


Dear Mr. MAtetz: You will recall that during the November 28 hearings, the 
port authority received permission to submit material to the subcommittee for 
inclusion in the record of those proceedings, and the chairman was good enough ty 
agree that we could defer this submission until the pressures of the trial of the 
contempt case against Austin Tobin had been relieved. 

As you know, the trial in that case ended on January 17, but both the Govern. 
ment and the port authority have been given additional time for the submissjoy 
of briefs. 

I would like at this time to submit the following material for inclusion in the 
record of the subcommittee hearings: 

Remarks by Austin J. Tobin, Regional Plan Association, October 5, 1960 (to 
be inserted at p. 1169 of the transcript). 

“Urban Transportation Today,” by Austin J. Tobin, before the America 
Bridge, Tunnel & Turnpike Association, November 15, 1960 (to be inserted 
at p. 1169 of the transcript). 

Statement by the Port of New York Authority on the possible purchase of the 
Hudson & Manhattan before the New Jersey Senate Commission, September 27. 
1960 (to be inserted at p. 1169 of the transcript). 

Memorandum on false statements and conclusions in a story on the Port of 
New York Authority in the September 29, 1953, issue of the Reporter magazine 
(to be inserted at p. 1252 of the transcript, see p. 1298 thereof). 

Letter, dated June 14, 1960, to the editor in chief, Harper's magazine, from Ira 
H. Genet, president, Chamber of Commerce of the Borough of Queens (to be 
inserted at p. 1299 of the transcript). 

Reprint of news article appearing in the New York Times, April 30, 1960 (to 
be inserted at p. 1164 of the transcript). 

Reprint of letter to the editor of the New York Times from Austin J. Tobin 
published in the New York Times, May 10, 1960 (to be inserted at p. 1164 of the 
transcript). 

Letter dated January 30, 1950, from the Corps of Engineers, Department of the 
Army, re George Washington Bridge tolls (to be inserted at p. 1252 of the 
transcript). 

Letter dated December 20, 1960, from Austin J. Tobin to the commissioners of 
the Port of New York Authority together with table attached thereto (to be 
inserted at p. 300 of the transcript) 

At the present time we are reviewing the entire transcript of the November 
28 hearings and it appears that certain additional material will be neces 
sary to complete the record of that hearing. This additional material will b 
sent to you during the next month 

Very truly yours, 
SIDNEY GOLDSTEIN, 
General Counsel. 


THE Port oF New YorK AUTHORITY, 
Vew York, N.Y., March 1, 1961. 
HERBERT N. MALETZ, Esq., 
Chief Counsel, Subcommittee No. 5, House Committee on the Judiciary, Howse 
Office Building, Washington, D.C 


Dear Mr. Maerz: You will recall that by letter dated February 2, 1961, I 
forwarded to you certain material for inclusion in the record of the November 3 
hearings and advised that additional material would be submitted to complete 
that record. 

At this time, I would like to submit the following additional material: 

1. Paper entitled “Metropolitan Growth and Metropolitan Travel Patterns,” 
presented by Frank W. Herring at the annual meeting of the Highway Research 
Board on January 12, 1961 (to be inserted at p. 1169 of the transcript). 

2. Supplemental statement on certain legal questions raised on November y 
1960 (to be inserted in vol. I of the transcript). 

3. List of securities pledged as collateral for my loan from the First National! 
City Bank (to be inserted at p. 794 of the record ). 
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4. Statement on port authority bank accounts (to be inserted at p. 311 of the 
transcript). 

5. Photostatic copy of John P. Olsen’s check for 1960 season ticket to the New 
York Giants football games (to be inserted at p. 781 of the transcript). 

6. Statement regarding Commissioner Jackson’s comments on note A to the 
financial statements (to be inserted at p. 473 of the transcript). 

In addition, the following information is provided to supplement the testimony 
at page 1412 of the transcript: 

“The 1960 budget of the special services division, purchase and administrative 
services department, is $241,000.” 

The remainder of the material will be submitted shortly 

Very truly yours, 
SIDNEY GoLpsTEeIN, General Coungel. 


THE Port or New YorK AUTHORITY, 
New York, N.Y., April 24, 1961. 
Hersert N. MALETz, Esq., 
Chief Counsel, Subcommittee No. 5, House Committee on the Judiciary, House 
Ofice Building, Washington, D.C 

Deak Mr. MALeETz: Enclosed herewith is the remainder of the material for 
inclusion in the record of the November 28 hearings. The enclosed material 
includes the following: 

1, Affidavit of James J. Doyle (to be inserted at p. 1063 of the transcript). 

2. Comments on Judiciary Committee staff memorandum on Port of New York 
Authority financing (to be inserted at p. 1252 of the transcript). 

3. Highlights of commissioners experience in public affairs and industry (to 
be inserted at p. 506 of the transcript). 

4. Errata sheets. 

(The errata sheets are in the files of the subcommittee. ) 

5. Port Authority brief filed in the case of United States v. Tobin (to be in- 
serted as the port authority's reply to the subcommittee’s brief inserted in the 
record at p. 122 of the transcript ) 

(This brief and the brief in opposition to it filed in behalf of the United 
States have been placed in the files of the subcommittee and are available for 
pblic inspection. ) 

Very truly yours, 
SIDNEY GOLDSTEIN, General Counsel. 





